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FINANCIAL HIGHLIGHTS 


1988 1987* 1986 1985 1984 
Earnings Data (For the year ended October 31) 
IN mha ea MOC HHO) oc ccapauakorpabeununnabb opp omanc $ 712 $ 512 $ 452 $ 454 Ay Sy 
RECUEE: ON ASSECS peat slay fe ears syle Yay eae Ne eae 10 Solar crs ane 68% 51% 46% 49% 41% 
REtMCOOMCquityiny Ceo Perce ace ey: ace rita me 17.2% 11.5% 10.9% 12.4% 10.3% 
Balance Sheet Data (As at October 31) ($ millions) 
Hotalassets) seta. s 5 cere oe eee es emanate $110,054 $102,170 $99,607 $96,017 $88,003 
LOANS Re oee ie See ee ee tec COMET er ioe otne enor nets 77,781 69,293 65,934 63,831 59,014 
De DOSKES Wisner a pee tee erie a epee Reese eae 88,199 85,811 84,253 83,543 77,588 
Debentuites Serre siac cae Cee Ae Oe cut aoe 2,000 iL Syl 2,068 1,749 1,336 
Shareholders eqriltvees. aaa a ame ares errr one 5,087 4,364 4,662 4,168 3,741 
Capital Adequacy Ratios (As at October 31) 
Basic capital Patio eae eee ee ener ee ee eee elect en ce tee 4.3% 3.7% 4.2% 3.7% 3.6% 
pase capitaliequivalent rao smene neem Oee eee aie 4.8% 4.1% 4.7% 4.2% 4.0% 
Na pusteditotalicapitalytatto ware reer eter riers ree tere ete 5.6% 5.0% 5.8% 5.3% 5.0% 
Common Stock Data (For the year ended October 31) 
Earnings per share 
Baste Ween eS ceric tPA ek Re ee in Sealer $ 5.05 $ 3.78 $ 3.68 $ 3.93 $ 3.17 
Fullysciltteditayae pe ete ee rere rere Pr eck eee 4.83 3.62 3.46 3.64 3.00 
Dividendsipershatel memes.) eee erat eee 2.08 2.02 2.00 2.00 2.00 
Shate:Prices|lip hiancepaer ae Moe eter kere yay eee 36.50 38.88 BDE2) 32.38 35.38 
LOW Sot, cencparet ater neieeomachene Oe Se ok eI 26.13 25.63 27.50 27.50 24.88 
Glose=@ctobers le pemee eetea eeeee 36.00 PUD 5352) 31.50 28.38 
Bookwvalie—Octoberg ly manner eerie aeninas eer 31.16 28.40 34.14 33.10 30.85 
Number of: (As at October 31) 
Gommonishareholdersi ee pA ene 87,613 88,814 89,752 89,947 79,085 
Common shares outstanding (thousands) .........0.. 0000 132,650 118,005 106,522 99,427 92,873 
Hmployeesi(/#//7772c eGuiua/c7) eee eee 46,096 42,839 43,229 41,951 41,888 
Branches Sweat cwenee. eeentec Nhe ee en a Cte 1,560 Poly, 1,496 1,494 1,510 
FAULT Eke baie Kell O10 AGT 0c Seat eee ee ee 1,628 1,336 1,170 898 72 


*Earnings results for 1987 are expressed before the spectal provision for losses on country lending. After the special provision, the Bank reported a net loss 
of $288 million, or $3.20 per common share. 
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Notice to Shareholders 
The annual meeting of the Common Shareholders of the Bank will be held in 
Le Grand Salon, Queen Elizabeth Hotel, in the City of Montreal, on Thursday the 
12th day of January 1989, at 10:30 a.m. 

The annual report, and the proceedings of the annual meeting, will be sent to all 
shareholders of the Bank in due course. 


Chairman’s Message 


Dear Shareholder, 


The past year stands as one of the most significant in the Royal 
Bank’s 120-year history, in terms of both our financial perfor- 
mance and the scope of our operations. 

Measured by virtually every key indicator, the Bank’s 1988 
results were the strongest in years. Net income was $712 million, 
an increase of 39% from a year ago, excluding last year’s 
$1.4 billion ($800 million after tax) special provision for losses 
on country lending. Earnings per share, on a fully diluted basis, 
were $4.83, up $1.21 from 1987. Similarly, return on assets and 
return on equity were substantially higher. 

These strong results were achieved despite a further $360 
million addition to the general provision for losses on country 
lending, which now totals $2.3 billion or 45% of related 
exposure. This conservative provisioning level reflects our com- 
mitment to further insulating the Bank’s future earnings from 
adverse economic or political developments within troubled 
borrower countries. 

To a large extent, the Bank’s financial turnaround in 1988 
reflects a major improvement in the quality of our business loan 
portfolio. Loan losses on specific accounts fell by over one-half, 
while net non-accrual loans declined by more than a third. In 
particular, the Bank’s exposure to weak borrowers in the energy 
sector was reduced significantly through a combination of asset 
sales, restructurings, and further provisioning. 

Also contributing to our improved results was a commendable 
performance by our retail banking network, reflecting, in part, a 
strong Canadian economy. Despite a highly competitive environ- 
ment, impressive gains were registered in consumer lending, 
residential mortgages, and personal deposits. 


With regard to operating costs, the Bank’s expense manage- 
ment program continued to yield sizeable benefits. On a year- 
over-year basis, excluding RBC Dominion Securities, expense 
growth was 4.5% — the lowest in 5 years. 

During 1988 we also took significant steps to broaden our 
business base. Most notably, and in response to regulatory 
changes in Canada’s financial services industry, we acquired the 
country’s leading securities dealer, Dominion Securities Limited. 
In addition, the Bank gained an important foothold in the field 
of investment management through the purchase of United 
Bond and Share Limited. We are highly encouraged about the 
new opportunities these strategic initiatives will create for both 
the Royal Bank and its customers. 

As we progress from being Canada’s largest bank to becoming 
the country’s largest and most profitable financial services enter- 
prise, we will build on the accomplishments of this past year. 
We will continue to enhance our domestic delivery network, 
making it more responsive to the diverse needs of our 7 million 
customers. We will continue, through our expense management 
program, to redeploy human and financial resources toward the 
customer service area. Finally, we will continue to improve our 
business mix, while maintaining the highest credit quality 
standards. 

These factors, coupled with our large base of core consumet 
deposits and strong capital position, give us good reason to be 
optimistic about the future of the Royal Bank as we enter the 
1989 fiscal year. 


Sincerely, 


GAY il in 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 
December 6, 1988 
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1988 Financial Review 


EARNINGS OVERVIEW 

The Royal Bank of Canada’s net income for fiscal 1988 was 

$712 million, an increase of 39% from last year’s $512 million. 
For comparative purposes the Bank’s 1987 results exclude the 
$1.4 billion ($800 million after income taxes) special provision 
for losses on country lending, which resulted in an overall net loss 
last year of $288 million or $3.20 per common share. In 1988, 
fully diluted earnings per share were $4.83, up $1.21 from 1987. 
Return on average assets was 0.68% , an increase of 17 basis points 
from last year. Return on common shareholders’ equity was 
17.2%, compared to 11.5% in 1987. 

It should be noted that earnings figures for 1987, as well as for 
prior years, have been restated in accordance with new accoun- 
ting rules for loan losses. In addition, the Bank’s 1988 results 
reflect the consolidation of RBC Dominion Securities, the Royal 
Bank’s investment banking subsidiary, which was acquired in 
March 1988. 

Earnings from Domestic operations totalled $701 million, rising 
$300 million from last year. At .92% , Domestic return on assets 
was up 33 basis points from 1987. A sharp $355 million reduction 
in loan losses, largely stemming from an improvement in the 
Bank’s energy portfolio, and strong results from retail banking 
were the main reasons behind the better performance. 

Earnings from International operations totalled $11 million, 
compared to $111 million in 1987, while return on International 
assets declined to .04% from .35%. In fiscal 1988, the Bank 
received and included in income $133 million of interest from 
Brazil, compared to no receipts last year. In addition, provisions 
for losses on specific accounts were $155 million lower in 1988. 

These positive factors, however, were more than offset by a 
$360 million addition to the general provision for possible losses 
on loans to a designated group of troubled country borrowers, 
thus raising the Bank’s cumulative general provision at 
October 31, 1988 to $2.3 billion or 45% of related exposure. 
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*before special provision for losses on country lending 


It should be noted that results for 1987 had excluded that year’s 
addition to the general provision and had included a $43 million 
after-tax gain on the sale of certain real estate holdings. Had 

no additions been made to the general provision in 1988, 
International earnings would have been $203 million, 
representing a return on assets of .73%. 

Subsequent to year-end 1988, Brazil and its major creditors 
signed a refinancing agreement enabling that country to fully 
meet its interest obligations. Asa result of this accord, the 
Royal Bank received $61 million in past due interest from Brazil 
covering the period from February to October of 1987. This 
amount, to be recorded as income in the first quarter of 1989, 
will be partially offset by approximately $31 million of additional 
general provisions as a result of new advances to Brazil. 


ASSET GROWTH 
Total assets at October 31, 1988 were $110.1 billion, $7.9 billion 
or 8% higher than a year ago. The acquisition of RBC Dominion 
Securities accounted for $3.7 billion of the increase. Domesti- 
cally, continued growth in consumer spending and a strong 
housing market, particularly in central Canada, led to a $1.0 
billion increase in consumer instalment loans and a $3.4 billion 
rise in mortgage balances. Also, business loans and bankers’ 
acceptances registered healthy increases of $3.9 billion and $2.3 
billion respectively, reflecting corporate borrowers’ preference for 
bank financing after the stock market downturn of October 1987. 
Partially offsetting these increases was a planned reduction in 
certain lower-yielding liquid assets. The Bank reduced its hol- 
dings of Government of Canada securities by $700 million 
and the level of its deposits with other banks by $4.7 billion. At 
year-end 1988, the Bank’s liquid assets, consisting largely of cash 
resoutces and securities, represented 18% of total assets, a level 
considered to be conservative. 
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“before special provision for losses on country lending 


NET INTEREST INCOME 

Net interest income for 1988, on a taxable equivalent basis, was 
$3,241 million, an increase of $245 million or 8% from 1987. 
This represented 3.11% of average assets, 13 basis points higher 
than in 1987. 

Domestic net interest income rose $153 million to $2,642 
million, reflecting growth in consumer and business loans, as 
well as reduced non-accrual loans. These factors were partly offset 
by lower securities gains during the year. 

International net interest income increased $92 million to 
$599 million in 1988. This was due in large measure to the 
previously-mentioned interest receipts from Brazil of $133 mil- 
lion, partially offset by a $16 million reduction in interest income 
from Argentina, stemming from the classification to non-accrual 
status in July 1988 of $420 million in exposure to that country. 
Overall, the International margin rose 56 basis points from last 
year to 2.15%. 


OTHER INCOME 

Other income amounted to $1,390 million, up $219 million or 
19% from 1987. Of this increase, $110 million was attributable to 
higher securities commissions, almost all of which were generated 
by RBC Dominion Securities. In addition, solid growth was 
registered in revenues from foreign exchange, deposit account 
transactions and card services, largely reflecting higher business 
volumes. 
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NON-INTEREST EXPENSES 

In 1988, the Bank continued its commitment to keep a tight rein 
on expenses and to rationalize its operations where appropriate. 
While total non-interest expenses rose 10% from 1987, expenses 
gtew by 4.5%, excluding the impact of RBC Dominion Securities. 
This 4.5% increase compares favourably to year-over-year growth 
rates of 7.1% in 1987 and 11.5% in 1986. 

Also, excluding RBC Dominion Securities, staff costs increased 
only 5%. This performance reflects the effectiveness of the 
Bank’s expense management program, which aims to streamline 
administrative functions while increasing the number of cus- 
tomer service positions. With the objective of better serving its 
clients, the Bank continued to selectively expand its branch and 
automated banking machine network. Depreciation of fixed 
assets and computer rent and maintenance were the major items 
contributing to a 10% growth in premises and equipment costs. 
Other expenses, consisting of a number of miscellaneous business 
costs, remained virtually unchanged from 1987. 

Overall, the Bank remains committed to eliminating non- 
essential overhead, improving productivity through the applica- 
tion of new technologies, and emphasizing pay-for-performance 
salary policies. 


INCOME TAXES 

As shown in Note 3 to the Financial Statements, the Royal 
Bank’s total income taxes amounted to $581 million in 1988, 
compared to a recovery of $298 million in 1987. 

The principal reason for the significant change in income taxes 
was the absence, in 1988, of the special provision for losses on 
country lending, which had resulted in a $600 million income tax 
recovery a year ago. Also contributing to higher income taxes in 
1988 were stronger underlying earnings and a reduction in the 
amount of tax-exempt income. 

In addition, in 1988 the Bank was subject to approximately 
$140 million in other direct and indirect taxes, comprised of 
business and capital taxes, property taxes, and the cost of 
maintaining interest-free cash reserves with the Bank of Canada. 
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Net interest income 


Other income 


re rr aN A ES ST 


FIVE YEAR HIGHLIGHTS OF EARNINGS (AS A % OF AVERAGE ASSETS) 


(taxable equivalent basis) 1988 1987* 1986 1985 1984 
INetamterest 10 COME ten a eect aire ae Orie eerrnnnie ints nesren 3.11% 2.98% 2.99% 2.83% 2.85% 
Provision torloan lossestcw. prac ree eras ree none (.72) (.90) (1.00) (.74) (.86) 
eas) 2.08 1.99 2.09 1.99 
Other income’ .cw ot ; Saeed et ee as en eer 16835} ith 93 .89 .82 
Sha 3e25) POY 2.98 2.81 
INon-interest expenses 1a rea en ene (2.44) (2.32) (2.22) (ma) (2.08) 
1.28 =)5) .70 .87 ae 
Income taxes Gominonity interests.) tae eto (.60) (.42) (.24) (.38) (.32) 


Return on assets 


68% 51% 46% 49% 41% 


*before special provision for losses on country lending 


CREDIT QUALITY REVIEW 

Through most of this decade, the Bank’s financial performance 
was constrained by high levels of loan losses and non-accrual 
loans. However, in many respects, fiscal 1988 marked the end of 
this difficult period as the Bank’s business loan portfolio 
strengthened considerably. In particular, the Bank’s energy port- 
folio, which accounted for a large portion of loan losses and 
non-accrual loans in prior years, is now much smaller and 
healthier as a result of sales, restructurings and write-offs of 
problem accounts. 

With respect to Third World debt, the Bank continued to build 
its general provision for losses on country lending to 45% of 
related exposure, the maximum level permitted by the Superin- 
tendent of Financial Institutions. The Royal Bank is committed 
to reducing its net exposure, measured as a percentage of 
common equity, to this group of countries. 

While Brazil resumed interest payments on its external bank 
debt in 1988, economic difficulties in Argentina resulted in the 
classification to non-accrual status of $420 million of the Bank’s 
exposure to that country. 


Non-accrual Loans 

At October 31, 1988, non-accrual loans, net of the related 
allowance for credit losses, totalled $1,027 million, a reduction of 
$615 million or 37 % from year-end 1987. The most noticeable 
improvement occurred within the Bank’s Domestic operations. 
The resolution of numerous problem energy accounts, together 
with additional specific provisions for loan losses, contributed to 
a reduction in Domestic net non-accrual loans from $1,146 
million at October 31, 1987 to $734 million at year-end 1988. 

International net non-accrual loans fell from $496 million in 
1987 to $293 million. At fiscal year-end, non-accrual loans related 
to the Bank’s sovereign loan exposure, before general provisions, 
amounted to $1.9 billion, consisting mainly of Brazilian and 
Argentine debt. The classification during 1988 of $420 million in 
Argentine loans to non-accrual status had no impact on the 
Bank’s reported net non-accrual loan balances as the Bank’s 
cumulative 38-country general provision exceeded the gross 
amount of non-accrual loans associated with these borrowers. 

In 1988, the net yield on the Bank’s net non-accrual loan 
portfolio was 17.3% compared to 1.3% in 1987. Contributing to 
the exceptionally high yield in 1988 were the $133 million of 
Brazilian interest previously referred to, and $57 million of 
past-due interest from domestic borrowers. 


Loan Losses 

At the beginning of fiscal 1988, the Superintendent of Financial 
Institutions issued new accounting rules with regard to loan 
losses. The provision for loan losses, which is charged to income, 
now represents the actual amount of additional specific and 
general provisions made to cover expected loan losses, and is no 
longer based on a five-year moving average. Prior periods’ results 
have been restated in accordance with the new rules. 

In 1988, the Royal Bank’s total provision for loan losses was 
$750 million. Of this amount, $390 million represented provi- 
sions for losses on specific accounts, compared to $900 million in 
1987. This substantial decline reflects a major improvement in 
the Bank’s Domestic loan portfolio, particularly in the energy 
sector. Also included in the provision for loan losses was a 
$360 million addition to the Bank’s general provision for losses 
on country lending, bringing the cumulative general provision 
to $2.3 billion at October 31, 1988. The general provision now 
represents 45 % of the Bank’s $5.0 billion exposure to the 
designated group of 38 countries — the maximum percentage 
permitted by the Superintendent of Financial Institutions. 

Loan losses within the Bank’s Domestic operations totalled 
$320 million, versus $675 million in 1987. Excluding the 
$360 million addition to the general provision, International 
loan losses amounted to $70 million compared to $225 million 
in 1987. 


CAPITAL FUNDS 

The Bank’s total capital funds, which comprise common and 
preferred shareholders’ equity and subordinated debentures, 
amounted to $7.1 billion at October 31, 1988, representing a 

$1.2 billion or a 20% increase from a year ago. Significantly 
stronger earnings contributed to a substantial $365 million of 
internally-generated capital. Also, the Bank raised approximately 
$416 million of new common equity — $256 million in connection 
with the acquisition of Dominion Securities Limited, $112 mil- 
lion through the Royal Bank Shareholder Dividend and Share 
Purchase Plan and $48 million from the conversion of preferred 
shares. In addition, the Bank issued $572 million of debentures 
during the year. This increase was partially offset by $93 million 
relating to translation adjustments on U.S. dollar-denominated 
debentures and redemptions of debentures. 


SS eS SS SS SS eS SS SR SS SE SPS 
QUARTERLY HIGHLIGHTS OF EARNINGS (AS A % OF AVERAGE ASSETS) 


(taxable equivalent basis) Q4 Q3 Q2 oyi O4 OBP Q2 Ql 
1988 1988 1988 1988 1987 1987 1987 1987 
Net interest INCOME MA chee ee 3.14% 3.27% 3.10% 2.92% 3.04% 2.95% 3.05% 2.92% 
Provisionnorloamlosscs sina ene (.38) (.83) (.93) (.76) (.88) (.89) (.93) (.89) 
2.76 2.44 AVI 2.16 2.16 2.06 Deez, 2.03 
OMeEnincome mae = eT Rte ue ee 1.39 1.40 1.28 1 AB} 11 a5) 1637) 1.16 oD) 
4.15 3.84 3.45 3.41 Sail 3.43 3.28 BA02 
NOMINEE OTNSMIES. 5 occ ccoe ame cous (2.53) (2.49) (2.41) (2.34) (2.38) (2.30) (2.40) (2.20) 
1.62 iLa35) 1.04 1.07 93 Ie) .88 .82 
Income taxes & minority interest........ (.81) (.62) (.46) (.47) (.42) (2) (.40) (GaN) 
Return on assets 81% 73% 58% .60% 51% .61% 48% 45% 


ADDITIONAL INFORMATION 
04 Q3 O2 O1 04 03* 02 Ql 
1988 1988 1988 1988 1987 1987 1987 1987 
Earnings per share 

NSS Tec! oie: Aa Beer cr ne $1.55 $1.35 $1.03 $1.12 $.94 $1.16 $.81 $.87 

leuilllky @hillmigeels., 5 a oan owen ooo obey BO 1.49 1.28 -99 1.07 2 1.09 2) wey 
Average shares outstanding (thousands) 

BOS Gamma ek cee rc Sect Ae es ees 131,786 130,489 120,060 118,905 117,749 7 Oro UNG. 37/3 107,518 

ical lyaclil tite e eee enn es 142,929 145,006 138,815 137,661 136,534 135,868 134,994 134,243 
Shares outstanding (thousands) 

End of period 132,650 131,109 129,444 119,404 118,005 WIL 2259) 116,553 115,948 
Return on equity 20.0% 18.0% 14.4% 1557-%0 13.4% 13.2% 9.8% DSN) 
Book value per share $31.16 $30.13 $29.32 $28.97 $28.40 $27.85 $34.37 $34.10 
Common share price—High............ $36.50 $32.75 $29.50 $29.50 $36.63 $36.38 $38.88 $37.50 

= LO Woman eepecelrme ae 30.88 26.75 26.13 26.25 25263 Slay) 2D) 31.88 
=i CO LOSC Emer ec tee 36.00 32.63 27.88 27.38 AUD 31) 34.63 37.00 


*before special provision for losses on country lending 


During 1988, the central banks of twelve major industrialized 
countries, including Canada, reached a final agreement to 
adopt a standardized risk-based capital measurement system. 
Accordingly, beginning November 1, 1989, Canadian banks will 
be required to report capital ratios which take into account the 
relative risk of balance sheet assets and off-balance sheet activi- 
ties. Banks will be required to attain a Total capital ratio of 8.0% 
by year-end 1992, at least half of which will have to be in the 
form of Tier I capital, essentially comprised of common share- 
holders’ equity. At year-end 1988, the Royal Bank met the 1992 
Tier 1 minimum guideline of 4.0%. The Bank is entirely satisfied 
that it will be well within the Superintendent of Financial 
Institution’s required capital targets and that its risk-weighted 
capital position will compare very favourably to that of other 
major international banks. 

In 1988, the Bank paid a dividend of $2.08 per common share 
compared to $2.02 in fiscal 1987. 


FOURTH QUARTER 1988 

In the fourth quarter of fiscal 1988, the Royal Bank’s net income 
totalled a record $221 million, an increase of $90 million ot 69% 
from the same quarter in 1987. Fully diluted earnings per share 
were $1.49, up $0.57 from a year ago. Return on assets was 
0.81% and return on equity 20.0% , compared to 0.51% and 
13.4% respectively in the same three-month period last year. 


These strong results reflect significantly lower loan losses and 
continued strength in retail lending and fee-based revenues. 
Earnings were also boosted by $44 million of current interest 
receipts from Brazil, and by $43 million in recoveries of past-due 
interest from domestic borrowers. 

Domestic earnings totalled $204 million compared to $116 
million in the fourth quarter of 1987. At $17 million, earnings 
from International operations were $2 million higher than a 
year ago. 

Other income registered strong gains, advancing $87 million or 
30% over last year. The major factor behind this improvement 
was a $47 million increase in securities commissions, derived 
mostly from RBC Dominion Securities. 

Non-interest expenses increased $85 million or 14% froma 
year ago to $691 million in the fourth quarter. This figure 
included write-offs of $18 million in goodwill and $6 million in 
fixed assets associated with the Bank’s International operations. 
Excluding RBC Dominion Securities, however, total non-interest 
expenses rose 4.3%. 

The provision for loan losses was $105 million in the quarter, 

a reduction of $120 million from the fourth quarter of 1987. 
Unlike a year ago, this year’s fourth quarter provision included a 
$40 million addition to the Bank’s general provision for losses on 
country lending. 

During the fourth quarter the Bank issued Cdn. $250 million 
and U.S. $100 million of 10-year debentures. 


Financial Statements 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 


These financial statements were prepared by the management of 
The Royal Bank of Canada. While the form of the financial 
statements and the accounting policies to be followed are 
prescribed by the Bank Act and related rules issued by the 
Superintendent of Financial Institutions, many amounts must of 
necessity be based on the best estimates and judgments of 
management. 

In discharging its responsibility for the integrity and fairness of 
the financial statements and for the accounting systems from 
which they are derived, management maintains the necessary 
system of internal controls designed to provide assurance that 
transactions are authorized, assets are safeguarded and proper 
records maintained. These controls include quality standards in 
hiring and training of employees, written policies and procedure 
manuals, a written corporate code of conduct and accountability 
for performance within appropriate and well-defined areas of 
responsibility. 

The system of internal controls is further supported by an 
inspection staff which conducts periodic inspections of all aspects 
of the Bank’s operations. In addition, the Bank’s Chief Inspector 
has full and unrestricted access to the Audit Committee of the 
Board of Directors which oversees management’s responsibilities 
for financial reporting. The Audit Committee is composed entirely 
of directors who are neither officers nor employees of the Bank. 


The Superintendent of Financial Institutions, at least once a 
year, makes such examination and enquiry into the affairs of the 
Bank as he feels necessary to satisfy himself that the provisions of 
the Bank Act, having reference to the safety of the depositors and 
shareholders of the Bank, are being duly observed and that the 
Bank is in a sound financial condition. 

Touche Ross & Co. and Price Waterhouse, the independent 
auditors appointed by the shareholders of the Bank, have 
examined our financial statements in accordance with generally 
accepted auditing standards and their report follows. The 
shareholders’ auditors have full and unrestricted access to the 
Audit Committee to discuss their audit and their related findings 
as to the integrity of the Bank’s financial reporting and the 
adequacy of the system of internal controls. 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 


A. H. MICHELL 
Vice-Chairman 


AUDITORS’ REPORT 
To the Shareholders, The Royal Bank of Canada 


We have examined the consolidated statement of assets and 
liabilities of The Royal Bank of Canada as at October 31, 1988 
and the consolidated statements of income, changes in 
shareholders’ equity and changes in financial position for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 

In our opinion, these consolidated financial statements present 
fairly the financial position of the Bank as at October 31, 1988 
and the results of its operations and changes in its financial 
position for the year then ended in accordance with accounting 


principles prescribed by the Bank Act applied, after giving 
retroactive effect to the change in accounting for loan losses as 
explained in note 2 to the consolidated financial statements, on a 
basis consistent with that of the preceding year. 


TOUCHE ROSS & CO. 
PRICE WATERHOUSE 
Chartered Accountants 


Montreal, December 5, 1988 


Consolidated Statement of Income 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1988 1987 
Interest Income 
SO ALIS ERP EMER ery Wome cates fu icicens ces eres ci Moolle Vane w/c isnt cia aoa eeeney eh Oleveyey ene ec ech el oe ER eee oe $7,676,994 $6,563,507 
easel a nicl ya were rset Wo. Sik: arene, S503 0 Saas | OR Ns 0 gee INA Once a opens Rorin antict be aeee 117,830 96,999 
SEGURIEIC SEE wen are Tne ge eN EN CePA ay ronal MS UUO cette kc ea BM aera Mar eee) 8 Ne 706,339 785,403 
De Rosttsaw ithe bam Kciewy vate Sees yy cee meen oly Ban hus ce Nites a epee oe LR ee eRe eis cic Leene 703,851 881,495 
9,205,014 8,327,404 
Interest Expense 
IBIS NOS US. Ba a aty aes oe cho SERIO ote a ace ae ee ee ee RR tons on en 8 eee 5,871,466 5,304,441 
Bamkad¢ Deni eS: waeen pee tey th. a ene yt hh 21h Ua Sen Seige ee ea Pe TE RA eee ee ote 141,549 135,644 
(CUTER ty 47h n cs cy Re SP SN ce a i lt i Mer Un EE eng th, oc ret a Ata 31,254 42,409 
6,044,269 5,482,494 
ISL FAS ES el FiVeCa ST enn epee eg a ee ere ee ee RS ee AEN NE Ramee a a. A OUD oy Sie ets See 3,160,745 2,844,910 
RrOvistOnmonloam losses (Ore 2) eae ax acer Sepsis Atta Sct ATR Ie es OLS EEE Ee ee 750,000 900,000 
iNet Interest Income After Provision for Loan Losses .....5..02-4.-+2245 400 0+0.+ 0 neon eeneceee essences eeeu- 2,410,745 1,944,910 
@themimcome wy wee tales etre ens yikes tase emomia a cie er da enc AeeAnG eS aN AA eae Ee eee 1,389,962 1,170,745 
Net Interest and Other Income 3,800,707 ZS .655 
Non-Interest Expenses 
SELATOLOD a Hithcd pi easn Wiig SA RE ee Ra ee ee ESN eR Ce ARIS Se cid Gas Shae a OT 1,331,886 1,212,205 
Bensiontatid othenstatbeneits rr. .05,.s5 cise ah eet eer o OOO AA Nee oI ee ere 135,257 115,037 
Pasreues eiarelCealbnlorasats, War ChTOYS GS KOLA Ih oo co acaccoansacoesdeouacguEoouSe suger oaReageacenaeaa: 462,460 407,970 
OY BYERS ke A, Aa a Re ne a Rn Mage ec AR og a Uta SE IER ARO Bis So 8 coe Sg 620,095 9915923 
2,549,698 2,327,135 
INetincome: Before: Income Taxesn cra .crcs ers cuit one lave eon nian Seer ioe noes ey ean tee PEROT NTS eee eae ae 1,251,009 788,520 
Hf COMME WANES (7207 Cos) beter es sue ae Gaseenn it eras See So oe) Mpeaeirie eee ape Bice ementua: eeatTa der Shean EMC encaeh Be Mega Taye Ra vonAr Spe ass 530,000 273,000 
INemincomelBefore Minority Un terest errata. shcrcucetsin Siege s nce eis ene aera 721,009 515,520 
Miro Glbyal behest LMSUI SiG Vall OSt cso ce eecnsh ei. atau cay sh tren sec cay ss aura GI tei seven atu seen ee Ss geTT ya Cavan ee 8,691 3,206 
Netincome Betore Special Provision! for LOSSeSinp tr.) 30 se oa eee ere eee cer ee eee 712,318 512,314 
Special provision for losses on country lending, net of income taxes (wofé 2)... 6.6. eee eee _ 800,000 
Net Income (Loss) $ 712,318 $ (287,686) 
Income (Loss) per Share (zo¢e 4) 
Before Special Provision for Losses 
SAS Ce aes EM OTE ohare oasis aerate cds acs linea ativan RPS selec es pain aay hn ecu een nee PSU eee ae a $5.05 $3.78 
El bye all txt e cll eager eePe POPE Ee rticgc eee ee 3 nc abe Sn lalgstaye Page icbayacsrerck fob da+ io ie uclaee hee TRMOESTTCLS so] peters) eM) Aes $4.83 $3.62 
After Special Provision for Losses 
BRT ie the it Siler liens cts A gi wren eh eas Ae Reo aera CR OT eeCTOMNETS 0,0 1010.0 orm. v o-racun nes cane conty GA A ope OnE $5.05 $(3.20) 
aU va iliac ieee iy a eeh ake ee iaracn ats acs eter taro meieere hc nc San RRR oe carmen rere ae $4.83 $(3.20) 


Consolidated Statement of Assets and Liabilities 


| eR ARS PR I a SS SPE 


October 31, 
1988 


(in thousands of dollars) 


October 31, 
1987 


ASSETS 


Cash Resources 


Gashand deposits withiBankior Cana claret seer eerste tere eres rere deter eee eee ee De $ 2,307,487 $ 1,321,815 
Deposits withiotheribamks: ciracctandeta vse terete tate ora cs steve ca ra) rasyaue (AO oe eee ena ie etctae ae eee ee 7,786,055 12,488,159 
10,093,542 13,809,974 
Securities (note 5) 
Issued.or guaranteed by: Ganad avyaetsaener rare ee erreter arco ack eins oreh Natatne tag ted eater ee ee 3,239,953 3,919,760 
Issued or guaranteed by provinces and municipal or school corporations... .........- 2+ 200s eee eee eee eee 685,916 89,402 
OHHELSECUTTELES > SN ek Steak Fok oe adeeb gene Shek crease Mtge aE ETC On AE a ETO ee ee en ete 4,946,371 4,576,642 
8,872,240 8,585,804 
Loans (note 6) 
Dayecalladishort loans tounvestment dealers/and bro Kets.) SECU CC perenne teen eet nine ieee ere ee ee eee 883,099 716,419 
TG ans:to: banks Woes oe eo ee ae Re ay tal vasa cd Sean SPE. Sener raa ee ads ee ce ee ee ee 1,868,196 1,962,322 
Nikoyaere teed ey TCE to ee RO Ae Ce ee a NOS TULA SABA AR Om ob poop coasanne Roo ton 20,414,941 17,156,880 
Other loaris: 2 Sores errs erates nee eos Re, Sern Se ee iS ace or’ RMS eee ee aa Ns PARR aCe Oe RN cae ca te 54,615,103 49 456,918 
77,781,339 69,292,539 
Other 
Gustomers? labilityundet acceptances 2. 25452 2cs 2 = nde Need aoe eee eee eenne 9,538,994 7,226,439 
Land: bulldingsand equipment(707e/8)in.cmos nr ae ao ee oe ee ae eee 1,334,558 1,252,962 
OBER ASSETS (720729) ie se Me ees eas uo ooh Sree wes SSNS aR PRE T V RT re ote roe ETE Eg eC 2,433,667 2,002,483 
13,307,219 10,481,884 
$110,054,340 $102,170,201 
(in thousands of dollars) October 31, October 31, 
1988 1987 
LIABILITIES 
Deposits (zoze 10) 
Payable-om demiaitd ei p.c cre destoc core vas creck ik ened Ona) ete ee Ee CECE eee $ 9,575,627 FOSS Hore: 
PayableattenmOtice sae 6. ceo crecicscte ee, orevegististate aus aoe nears here nee eee a 30,445,607 28,113,980 
Payableionatixedd ater tao isc tee wok eta os eels Smee Was tars fo eee La PEON ET CEE Cr ne 48,177,988 48,513,176 
88,199,222 85,811,030 
Other 
(Gleretejureoenave loys ok oamcoolssiauchotetnrn wn we sank eh MAn ee coneeuobobovousauduapuncacwsodeavanaeonooawecc 46,045 412,151 
Uae Cx 0 1: 0 ene is er ere ee SR oe PY ty a Omid Rice Aus Aen glare haba o-eulda 9,538,994 7,226,439 
irabilitiestotsubsidiartesiounenthanlde posits (7a7cill) Naam ites aan atti et rarer ae ee 240,380 329,488 
Opherilrabsitres( Bose TI) os 5 ee elas adnate she Sea ates a cen en ee eee 4,843,441 2,496,606 
Minority interest imisubsidiatics sncrnaan sates (n seed et ocr mrt eta EE ene ee 99,020 ay 
14,767,880 10,474,441 
Subordinated Debt 
Bank debentures (nore 13) 2,000,214 1,520,900 
Shareholders’ Equity 
Capital stock (note 14) 
Prefered ec, senate. duscsestievin ws cSTe aN ge tices Use er NAT eee ne 953,668 1,012,118 
Common Te SreiCh ate sche hepis oe oa inhi ahmtta a bena lopener aps hake seNene na ARAM Tea zene cRUteac arab meee sa RCH eee TRE RC WR ER nee ae 1,961,590 1,545,090 
Retained earnings sy c.7 trace te octyl are eee eae coe ee 2,171,766 1,806,622 
5,087,024 4,363,830 
$110,054,340 $102,170,201 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 


JOHN E. CLEGHORN 
President 


Consolidated Statement of Changes in Shareholders’ Equity 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1988 1987 
Capital Stock 
Banca se Peoimnine ORVEAl oh Mic we dete Geee seek Ce eee ead ee eee $2,557,208 $2,217,561 
isstie De eOmMOn Shales arene sec red ay ee es oe tN Th Ci cc an, et CO See, AG 416,500 392,217 
Pret ctHcd shares purchased for cancellation miu: cc av pha eee eee nea ee ee ee (4,929) (5,018) 
Dietetied sharcs converted into common'shares 24 ai s0ih wh ay gee eck ko (44,551) (22) 
Translation adjustment on shares issued in foreign currency... .....0.00 0000 cece cece cece eee e eee e eee eeees (8,970) (7,530) 
Balance at end of year $2,915,258 $2,557,208 


Retained Earnings 


BYNES Cie ASAIN TINE Ole CAE — BOKER AAS (OID) sve ddoeesaeancasooanoansoolevddannasesaauonseedssenuee $1,806,622 $2,444,081 
ING eircom ci(lOss) ee erp pa vegeta he ea atest oe cise er ee RC Te i Ee ae 712,318 (287,686) 
IBV chem cls (7207212 We res eee car eee nc A pee ti oe | Nee eRe 1 a re a oe ee nen (345,643) (315,460) 
(Gainonyporetetted skates purchased toncancellattom === se ten aetna teste 359 201 
Income taxes related to the change in accounting for loan losses (note 3)... 000.000 ccc eee eee teen cease — (29,000) 
EXOD Or SAME IGINS, MEO WACOM TEN ES (AVIS) .o0-0caceessngcanngooocsasnagaue sucdeaseaganaenoquac. — (500) 
Unrealized foreign currency translation losses, net of hedging activities and related income taxes (vote 3).......... (1,890) (5,014) 
Balance at end of year $2,171,766 $1,806,622 
Consolidated Statement of Changes in Financial Posttion 
(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1988 1987 
Funds Derived From 
Operations 
INetiiercorme: (Loss) meracnemtemerenc eneweRsrcrohees casi eserc re ceo ter an ee Par ecoregion $ 712,318 $ (287,686) 
MB) viGl Civ Sere aM Tete oe oes ore ee eee KG SS hak eget viru ne tee ec ear re PER Mee cae ie Maney etre (345,643) (315,460) 
OUT ck nn ee an rr oe cree eee Sere Ne MMM Se ee Se ek ea IS. (1,531) (34,313) 
365,144 (637,459) 
Capital 
ise tal aye (A oSta aie Se robo te Ono Leo eran Ca ae et resin Oe n.d aco ad ke aelaeho ato ode 479,314 (546,921) 
Prekettecl slatesapesysune erat cis ccnk © oe cues eis See Se OU ere eeepc ay sass. a arag aang area pause i ytan ae ae eae ars (58,450) (12,570) 
(CLayeata ever neta pS en rat lea Gore ho io OrRC ora SINE GT eRe URirRe AUN octavo cite Olea aero Sis einiotni 416,500 S59 2.2iy7, 
837,364 (207,274) 
Banking 
[De POsits Mere acre cer ee rcerecsiaccarsen cartes Ne oR ce ssc res ses coe STRUM sad. coc Wie Meme NE te RS EA eee sae ne Peer 2,388,192 Le S57/ 5D 
DNGRS HANES i ci erdidoid OO Of AOple.o DUS AOC COMODO CO Odo Omer aac CM Ce Ode CMU Oo COS toe ADS AAGy Coad oe 252.555 1,788,686 
SS ha ene PI a en ee ke ac eee” Oe ee one en ere ey 1,980,884 61,924 
6,681,631 3,408,369 
Net Funds Provided $7,884,139 $2,563,636 
Funds Invested In 
(EAS IAES UIE CES We AE cA Ra eet soa a es Sab Sastre ah inn vd ANTE Fea te pach eget ee Oe $(3,716,432) $(1,098,053) 
Gane ao REG Oe SOHO Po COS Oe Oe cE Moree MAGN sotaund poetoae ceeds oe at 286,436 (1,658,074) 
IMG-RAG 6 5 ed ah 6 Gos een id rte een otena Or Seren nd phere arat OS Minne Oo d Aton Moo O PUI 8,488,800 3,358,338 
Gustomers liabilinysumd eeaccep tances wm aeeit cb ts een arena eb ee ee ee eae 2,312,555 1,788,686 
VENURECY Oh da, Ua MUL: se ee nn Reh a Br Oe RRR ES renter ert eacmekeg 98 LCV apap [pc naa 2 512,780 172,739 
Net Funds Invested — $ 7,884,139 — $ 2,563,636 


SS a a RS a STE SS SS SSE TT OE Ee SS a a a 


Notes to the Consolidated Financtal Statements 


(all tabular figures are in thousands of dollars) 


ee 


1. SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements of The Royal Bank of Canada are 
prepared in accordance with accounting principles prescribed by the 
Bank Act and the related rules issued by the Superintendent of Financial 
Institutions under the authority of the Minister of Finance, and other 
prevailing practices of the banking industry. These regulations require 
the Bank to carry its assets and liabilities on the historical cost basis and to 
follow the accrual method of accounting. 


The accounting principles followed in determining Net Income 
conform in all material respects with accounting principles generally 
accepted in Canada except for the deferral of gains and losses on the 
disposal of debt securities and for the translation of foreign currencies. 

The significant accounting policies of the Bank are summarized below: 


Basis of Consolidation 

The consolidated financial statements include the assets and liabilities 
and results of operations of all subsidiaries after elimination of 
intercompany transactions and balances. The Bank accounts for the 
acquisition of subsidiaries using the purchase method; any difference 
between the cost of the investment and the fair value of the net assets 
acquired is amortized over appropriate periods varying from 5 to 15 years. 


Investments in associated corporations (corporations owned between 
20% and 50%) are accounted for using the equity method. The Bank’s 
share of earnings of these associated corporations and gains and losses 
realized on dispositions of investments in associated corporations are 
included in income from securities. 


Translation of Foreign Currencies 
Assets and liabilities denominated in foreign currencies are translated 
into Canadian dollars at rates prevailing on the balance sheet date; 
income and expenses are translated at prevailing quarter-end rates. 
Foreign exchange trading positions, including spot and forward 
contracts, are valued monthly at prevailing market rates and the resulting 
gains and losses are included in ‘‘Other income’’. Realized gains and 
losses on foreign exchange transactions are also included in ‘‘Other 
income”’ 


Unrealized foreign currency translation gains and losses (net of hedging 
activities and related income taxes) on investments in foreign branches, 
subsidiaries and associated corporations ate recorded in Retained 
Earnings. On disposal of such investments, the accumulated net 
translation gain or loss is included in income. 


Securities 
Securities comprise investment account and trading account secutfities as 
well as loan substitute securities. 

Investment account securities are purchased with the original intention 
to hold the securities to maturity or until market conditions render 
alternative investments more attractive. Equity securities are stated at 
cost and debt securities at amortized cost. Premiums and discounts on 
debt securities are amortized to income using the yield method over the 
period to maturity of the related securities. Gains and losses realized on 
disposal of debt securities other than Treasury Bills are deferred and 
amortized to income over five years. Gains and losses realized on disposal 
of equity securities and write-downs to reflect permanent impairment in 
value are included in income in the period in which they occur. 


Trading account securities, which are purchased for resale over a short 
petiod of time, are stated at estimated current market value. Gains and 
losses realized on disposal and unrealized valuation adjustments are 
included in income in the period in which they occur. 

Loan substitute securities are customer financings which have been 
structured as after-tax investments rather than conventional loans in 
order to provide the issuers with a borrowing rate advantage. Such 
securities bear interest at floating rates and are accorded the accounting 
treatment applicable to Loans. 


Loans 
Loans are stated net of unearned interest and of an allowance for credit 
losses. 

Non-performing loans consist of non-accrual loans and renegotiated 
reduced-rate loans. Non-accrual loans are those placed on a cash basis 
because there is reasonable doubt regarding the collectibility of principal 
or interest. Whenever payment of interest is 90 days past due, loans 
other than credit card balances are automatically placed on a non-accrual 
basis except in certain instances where management has determined that 
the collectibility of principal and interest is not reasonably in doubt. 
Upon classification of a loan to a non-accrual basis any previously accrued 
but unpaid interest thereon is reversed against income of the current 
period. In subsequent periods, interest received on non-accrual loans is 
recorded as income only if management has determined that the loan 
does not require a specific provision for loss; otherwise interest received is 
credited to principal. Non-accrual loans are restored to an accrual basis 
when principal and interest payments are current and there is no longer 
any reasonable doubt regarding collectibility. Where a portion of a loan 


is written off and the remaining balance is restructured, the new loan is 
carried on an accrual basis as long as there is no reasonable doubt 
regarding the collectibility of principal or interest and interest is not 

90 days past due. 

Renegotiated reduced-rate loans provide for a rate of interest lower 
than the prevailing market rates on similar loans to new borrowers. 

Loan fees are included in income as received only where they relate to 
expenses incurred or services performed. Loan rescheduling fees and fees 
received which ate in lieu of interest are deferred and amortized over the 
term of the loan. 

Lease receivables, included in ‘‘Other loans’’ on the Statement of 
Assets and Liabilities, represent the aggregate remaining lease payments 
less unearned income. Unearned income, which at the inception of the 
lease represents the difference between total lease payments receivable 
and the cost of the leased asset, is amortized to income over the lease 
term so as to yield a constant rate of return on the declining balance of 
the lease receivable. 


Allowance for Credit Losses 
The allowance for credit losses is maintained in an amount considered 
adequate to absorb anticipated credit-related losses. Credit losses arise 
primarily from loans but also derive from deposits with other banks, loan 
substitute securities and other credit instruments such as acceptances, 
guarantees and letters of credit. The allowance is increased by provisions 
for losses which are charged to income, and reduced by write-offs net of 
recoveries. 

Specific provisions are established on an individual facility basis to 
recognize credit losses on most types of exposure. For consumer 
instalment loans, an aggregate provision is recorded by reference 


to historical ratios of write-offs to balances outstanding. For credit card 
balances, no provisions are recorded; instead, balances are written off 
when no payment has been received for 180 days. 

A general provision is made in respect of aggregate exposure in a 
number of troubled countries based on an overall assessment of the 
underlying economic conditions in those countries and in accordance 
with instructions issued by the Superintendent of Financial Institutions. 

Write-offs are generally recorded after all reasonable restructuring or 
collection activities have taken place and the possibility of further 
recoyery is considered to be remote. 
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Acceptances 
The Bank’s potential liability under acceptances is reported as a liability 
in the Statement of Assets and Liabilities. The Bank’s recourse against 


the customer in the case of a call on these commitments is reported as an 
offsetting asset of the same amount. 


Land, Buildings and Equipment 

Land, buildings and equipment are stated at cost less accumulated 
depreciation. Depreciation is recorded principally on the straight-line 
method over the estimated useful lives as indicated below. Gains and 
losses on disposal are recorded in ‘‘Other income’’. 


Interest Rate Futures and Future Rate Agreements 
The Bank uses interest rate futures and future rate agreements in trading 
activities and to hedge interest rate exposure on assets, liabilities and 
anticipated transactions. 

When used in trading activities, interest rate futures and future rate 
agreements are marked to market and the resultant gains and losses are 
recognized in income. 


Interest Rate and Cross Currency Swaps 
The Bank enters into interest rate and cross currency swaps as an 
intermediary between swapping counterparties in order to earn fee 
income, and as a principal in order to manage interest rate and foreign 
currency exposure. 

When acting as an intermediary, the Bank records fees for arrangement 
services in income as received. 


Buildings 

Computer equipment 

Furniture, fixtures and other 
equipment 

Leasehold improvements 


20 to 50 years 
3 to 10 years 


7 to 10 years 
term of lease plus first option period 


When used for hedging purposes, gains and losses on interest rate 
futures and future rate agreements are generally deferred and recognized 
in income over the expected remaining life of the hedged item. 


When acting as a principal, the bank accrues income or expense 
associated with interest rate and cross currency swaps over the life of the 
agreements. 


Foreign Currency Options 
The Bank enters into foreign currency options as a writer in order to earn 
fee income, and as a purchaser in order to manage foreign currency 
exposute. 

Both written and purchased foreign currency options are marked to 


market and the resultant gains and losses are recognized in income. 

For written options, the maximum gain accrued is equal to the premiums 
received at inception; for purchased options, the maximum loss accrued 
is equal to the premiums paid at inception. 


Income Taxes 

The Bank follows the tax allocation basis of accounting under which 
income taxes on specific transactions are recorded in the periods in which 
the transactions are recognized for accounting purposes regardless of 
when the transactions are recognized for tax purposes. Income taxes 
comprise amounts applicable to income included in the Statement of 
Income and to items charged or credited to Retained Earnings. 


Deferred income taxes accumulated as a result of timing differences are 
included either in ‘‘Other assets’’ or ‘‘Other liabilities’’ as applicable. In 
addition, the Statement of Income contains items which are non-taxable 
or non-deductible for income tax purposes and accordingly cause the 
income tax provision to be different than it would be based on statutory 
rates. 


Pension Plan 

The Bank maintains a defined benefit pension plan which is available to 
substantially all employees after two years service or at age 25, ona 
contributory or a non-contributory basis. The plan provides pensions 
based on years of service and contribution, and average earnings at 
retirement. Employees of subsidiaries of the Bank are generally covered 
by separate pension plans which offer comparable benefits. 

An actuarial valuation is performed each year to determine the present 
value of the accrued pension benefits, based on projections of employees’ 
compensation levels to the time of retirement. Pension fund assets are 
carried at adjusted market values. 

Pension expense consists of the aggregate of (a) the actuarially 


computed cost of pension benefits provided in respect of the current 
year’s service, (b) imputed interest on the funding excess or deficiency of 
the plan and (c) the amortization over the expected average remaining 
service life of employees of (i) the unamortized past service pension 
contribution existing as at October 31, 1985, the date the current 
accounting policy commenced, (11) the funding excess or deficiency 
existing as at the date of the latest actuarial valuation and (iti) any 
experience gain or loss during the year. 

The cumulative difference between the funding contributions and the 
amounts recorded as pension expense is reflected in ‘‘Other assets’’ 


na SE EP YL EE LE ST SE TE TEES 


2. CHANGE IN ACCOUNTING FOR LOAN LOSSES 


Effective November 1, 1987, the Bank has retroactively changed its policy 
for accounting for loan losses in accordance with instructions issued by 
the Superintendent of Financial Institutions. 

Beginning November 1, 1987, the amount of loan losses charged to 
income represents the actual loan losses for the period, rather than the 
amount determined under a prescribed formula which was designed to 
average loan losses over a five-year period. In periods prior to 
November 1, 1987, the difference between the actual loan losses and the 
five-year average loan loss provision was charged or credited directly to 
‘Appropriations for Contingencies’ ’. 

The retroactive application of the change in accounting had the effect 
of increasing the previously reported net loss for the year ended 


October 31, 1987 by $29,000,000 ($0.25 for both basic and fully diluted 
loss per share). Retained Earnings as at November 1, 1987 and 1986 were 
restated to include $100,712,000 which was the balance of 
Appropriations for Contingencies recorded as at those dates. 

In 1987, due to significant new uncertainties surrounding the 
collectibility of loans to troubled countries, management determined it 
necessary to record a ‘‘Special provision for losses on country lending”’ in 
the amount of $1,400,000,000. In accordance with instructions issued by 
the Superintendent of Financial Institutions, this amount was recorded, 
net of related income taxes of $600,000,000, as a separate charge to 
income. Under the new accounting policy, this special provision contin- 
ues to be shown as a separate charge to income in 1987. 


TE —————— 
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3. INCOME TAXES 1988 1987 
Income taxes are reported in the consolidated financial statements as follows: 
Statement of Income 
Before special provision for losses. <tc ccc me fee occne 6 04s Geer eke ais oe a ee A ea $530,000 $ 273,000 
Special provision for losses. .o eo -ee acere or eer euee eases ivan Saas te ae eae — (600,000) 
Statement of Retained Earnings 
Change in accounting for'loamilossesters-ractia ante OI so we Seen eee rere near — 29,000 
Expense on share issue. wx, aecaengeks soles cho ane etre cere Re MG arate. seas aeeaees seeentels «ine sia eReee te mean See _— (500) 
Untealized toreienicurrency translationllosses, nevot hedoing activities=e eee een eer ee 51,500 _ 
Total Income Tax Provision (Recovery) $581,500 $(298,500) 
The current and deferred income taxes are as follows: 
GUuITENE INCOME Takes = sc cc eoeue meus cis nro tae lb een NRE be eet cise TUR ne net Gee ee eerie ea $266,232 $ 95,866 
Deferkedttmcome taxes: srragasine «ove tin actrees © a4 4 eres Sterg. m gaeniey Sale Cece Pon Nera eee Re ek 315,268 (394,366) 
Total Income Tax Provision (Recovery) $581,500 $(298,500) 
Income taxes in the Statement of Income (before the special provision for losses) are at an effective rate less than 
the combined federal and provincial statutory income tax rate for the following reasons: 
Gombineditederalland provineralistarutozyain comet asta tc een tar terrier yer rite een 46.6% 49.8% 
Changes in rate resulting from: 
Tax-exempt income from securities, primarily income debentures, 

(RSM joa Cmcel Incr evaCel SanMll OSTA OWOIMNCK, oo coanowaodonodseveccesogogocduuncedscucecauaaq0ggCes (2.3) (11.4) 
Mowemayetaseitaxataterd pplical eos ulysicl (atl Csiro eae tne ene ea mee en (4.8) (6.9) 
her Mees Sak c Pacis ede Brest oe tess Go vagaecnbohel Hack ak wl rain Cue tage rane Re ease Pe ce ace Eee ea ee ee eee 29 Zell 

Effective income tax rate 42.4% 34.6% 
4. INCOME (LOSS) PER SHARE 
Basic Income (Loss) per Share is calculated after deducting preferred sion of all convertible securities and exercise of all warrants outstanding 
dividends of $79,365,000 (1987 — $79,219,000) and is based on the as at the beginning of each year or date of issue if later. For purposes of 
average number of common shares outstanding for the year of this calculation, adjustments of $48,897,000 (1987 — $56,445,000) have 
125,338,590 (1987 — 114,665,259). been made for the after-tax interest on convertible debentures, the 
Fully Diluted Income (Loss) per Share has been calculated on the dividends on convertible preferred shares and an imputed after-tax 
average number of Common Shates which would have been outstanding return at an appropriate rate on additional funds which would be 
during the year of 141,115,260 (1987 — 135,413,061) assuming conver- received on the conversion of the Second Preferred Shares Series A. 
5. SECURITIES Maturity 1988 1987 
Within 1 to3 3 to 5 5 to 10 Over 10 Carrying Estimated Carrying Estimated 
1 Year Years Years Years Years Amount Market Amount Market 
Value Value 
Investment Account Securities 
Issued or guaranteed by Canada 

FON OLOK PINGS oc uaconenoodome $2,505,960 $ 52,064 $ 3,041 $126,724 $ 50,328 $2,738,117 $2,740,665 $3,450,249 $3,463,670 
@theiidebuymar neers 988,452 287,727 156,226 171,854 9,820 1,614,079 1,610,143 1,947,935 1,939,546 
Ofheticciityaneee ere ce 528,668 528,668 492,616 575,652 478,704 

3,494,412 339,791 159,267 298,578 588,816 4,880,864 4,843,424 5,973,836 5,881,920 
Trading Account Securities 1,832,254 255,194 212,815 542,075 383,119 3,225,457 3,225,457 1,038,899 1,038,899 

Loan Substitute Securities 
Income debentures ............ 59,903 _ _ — — 59,903 59,903 204,238 204,238 
Sinallibusinesstbonasme mnt 988 42,405 68,826 — _ 112,219 112,219 115,493 115,493 
dlermptetciredishatesmaene tere 132,582 56,814 25,410 65,520 152,022 432,348 432,348 1,066,992 1,066,992 
193,473 99,219 94,236 65,520 152,022 604,470 604,470 1,386,723 1,386,723 

Securities of Associated 

Corporations* 161,449 161,449 161,449 186,346 186,346 


$5,520, 139 $694,204 $466,318 $906,173 $1,285,406 $8,872,240 $8,834,800 $8,585,804 $8,493,888 


‘Securities of associated corporations and other equity securities have no stated term and have been classified under the ‘‘over 10 years'’ column. 
————— a A IDE IESE SNL hoe 
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6. LOANS, NET OF ALLOWANCE FOR CREDIT LOSSES 1988 1987 
Domestic* 
Day, call and short loans to investment dealers and brokers, secured ...........0-0cc0ceceeuceeeeveseusevees $ 881,337 $ ©597,464 
Piovinces andimuruicipal of school cotporariOiis..1 ar asa) acs co oa cee os ee tee 97,749 97,635 
Peas cere CelVap leSmmmamtrs ReMi tee Maw eit eo eee a ea: ke EEE ne ee 748,900 Gi5,821 
@onsuimerinstalmeiatsloansepeme ey opera sere -7., <tc tety a pope renee Sere eererecee | RE Ene ree anh ee 7,616,787 6,571,615 
NT EC ae COR MS eee esos eg tes nae ayeaci ae ove SCADA AU EU E R eR  CeE  s 19,234,324 15,818,102 
© the loanswar reer ptre tee nama cag ative eee eee Cnee he Re eee ae ete ne ee mee an, ee 32,762,810 29,301,721 
61,341,907 53,001,858 
International* 
EAS GRCCCIV ALD Les weerteta cetacean fost atc cyl Se Re hey, he a, Snr, ca TE gee ee re Ce eet 428,089 355,945 
PASSOGIALEG: COP OLA ONS Mme. capacity shite uke ATE a (ok, en ers Re EA RUE nya oe er One ER GT EA 55,561 83,672 
CORN CUON OE VIN ISS a ke See ARs, fect ae a eR ee ee err cr RR eG A Ta oe ee ee RA ek 1,458,136 1,711,859 
Consume tain stalrmemeiloasy precast ese cute ese aee te aes e oacc asin Se eT at ee ET ee eee 345,941 321,433 
IMG rt sar esl ails sewer egrets clencnceasnensltgwe ove iat Metgens seme aca: Metis Seauere ie aera e toes ccs s als ER Ree eee REM A 1,180,617 1,338,778 
@ thie tal Cath spe ae oe eee cate nN eco eStore Ne ee as She WA TTn Re ane ee ee E 12,971,088 12,478,994 
16,439,432 16,290,681 


$77,781,339 $69,292,539 


*Domestic loans include all loans booked in Canada, regardless of currency, with the exception of those of the Canadian-based International Money 
Markets. The loans of this unit, together with loans booked outside Canada, comprise International loans. 


Non-Performing Loans, net of Allowance for Credit Losses (included above) 


Non-accrual Loans 
ILO ETNCSEL Coreen tye eee ose ceo EA Te RA re ray h10) PMR ca Sc fates eo PNT rele tain 0 EC eee $ 733,637 $1,146,208 
inte nia tlotial ap eatery eateck een ew cran rey Ati, ee as, rete ee ase tenes ene het ate mee ie Ma Rp Cre. cee eae eae ee oe 293,111 495,531 


$1,026,748 $1,641,739 


Renegotiated Reduced-rate Loans 


IETS Cheer Mere Reeser cect cre porte ee te cron Las ay ah Saas oh oN SRSA coe, Green Ree Seu eons ome cr Na: Raton ea $109,551 $86,077 
inicentiationa lem ment tne wen pote nares ee reere tet tc age ek te tgs See an Catt nc eeh a eras iaHe eRM RR  RCE NEON 1,845 1,823 
$111,396 $87,900 
7. ALLOWANCE FOR CREDIT LOSSES 1988 1987 
Domestic International Total Total 
Balanceratibeatnninerotiy cater aemeer enrages ot as Vepticeateiad sacesisio es seas $425,719 $2,318,558 $2,744,277 $1,182,219 
PLOVIslOM Ot lOAMLOSSCSH RN Eee PANEER esdeucnae. o ccsncrineaetewac reset ene cee eate 320,000 430,000 750,000 900,000 
Specialiprovisiom tom losses om COmmptyal Cin ci11 oa ygee- te ese ster ee tear ete arty — aa — 1,400,000 
WOATEREAOLE DS, WEE O MVARONE Blea can p ossiovo om do aR cay Oe OID Ano Go ee een (352,624) (164,062) (516,686) (722,947) 
Other, principally translation adjustments on provisions 
denominated iiMorel lm clic nelesiemee eee ists rrr reer re le (2,550) (114,209) (116,759) (14,995) 
Balance at end of year $390,545 $2,470,287 $2,860,832 $2,744,277 
Composed of: 
SDeLLiIG DEO VISIOUIS Pete SEEN rin re tee ee acter on A eon? Bee $390,545 $ 192,012 $ 582,557 $ 724,864 
General provision for losses on country lending ..............-...0+20055 _ 2,279,275 2,278,275 2,019,413 
Total $390,545 $2,470,287 $2,860,832 $2,744,277 


me 
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8. LAND, BUILDINGS AND EQUIPMENT 1988 1987 
Cost Accumulated Net Book Net Book 
Depreciation Value Value 
Vea haa Seen otrc eSaErcicde <r. i ae cea este nae ieoen incor rec ets-8 ries) Mv ary AT OEP ORR tate $ 137,848 $ — $ 137,848 $ 134,210 
Builedins Wiyrecn omar tauistses -asnetteirgcebkspaneyete ce chess winiars Cia.e eer etme shoe tate 798,211 190,836 607,375 617,181 
Computerequipment casement oe oer as atic ec eee enter 530,942 278,686 252,256 220,336 
Bumnicure ixtukes anc orwel equipment enemas sere erie seer: 423,551 261,143 162,408 138,522 
Measco lana provements = ae stenE Renee tt tise 7 roe eee 297,728 123,057 174,671 142,713 
$2,188,280 $853,722 $1,334,558 $1,252,962 
Depreciation expense for the year ended October 31, 1988 was $150,000, 000 (1987 - $129, 116,000) 
9. OTHER ASSETS 1988 1987 
AGCTULE CH ALTE ES E-Aee evencco recite coker ets GB cee ies See et cece ca: trac Roget RUE ne RC a ets RON area $ 984,020 $ 830,523 
‘Amounts teceivaple tron brokers. dealersrand clichitsa. acer asin tenner ieee cr eet: elena eee 318,705 — 
Cumulative excess of pension fund contributions 
over theamounts recotdedsasiexpensen ym rmrs ase rae oa ene erate I ree ear er ceera rer rata es 73,907 66,633 
Deketred ric arame tax eS eae oes he ee oa Se ay TANS aie BRL eR eee 178,170 489,902 
Erolora hil CMe pein, Cece, heme AIRC IIGI TO Coie ONG EC TRC MONO AO ries RR HLA SR SN nto ia aAtG he arhane Se alg 229,613 49,314 
@thetrems wneludimeraccountsecelyableandipiepalcdyexpemscsy rere ett iret eae eee eee eee 649,252 566,111 
$2,433,667 $2,002,483 
10. DEPOSITS 1988 1987 
Payable on Payable after Payable on a Total Total 
Demand Notice Fixed Date 
Domestic* 
(GovermmentonlGanad ame ere eee eee $ 246,364 $ — $ 50,000 $ 296,364 $ 1,046,735 
IDK ASLAM SCONE gosocagavgaudonoucsusocacn sn 139,699 35,761 5,077 180,537 122,088 
Bain Soe som acr othe oun reese ee Tee ce RC ere cc ea ee 823,787 = 307,252 1,131,039 1,095,976 
Murrah tx ral gy spe Pesce vere Srcuste RC Rater ones As chee oon See copter 1,516,527 24,167,578 17,212,644 42,896,749 38,633,949 
yi 0 dteetters noe Sresenent referee tie Oe SEN cin chat Mtr Biorb ON 5,700,342 4,985,381 7,286,430 Wieoi2sloS 15,488,909 
8,426,719 29,188,720 24,861,403 62,476,842 56,387,657 
International* 
Provincialligovermmaents aie yee ee = = 90,196 90,196 30,633 
Banik i's cease, Zeek eaceeesee Alicea ecole eee eee 146,805 272,458 11,235,132 11,654,395 14,163,790 
Neatdivi cheval ia.«.ceveratenerseteieter arate aie epewceee ave eee ee rea 353,286 693,733 2,756,948 3,803,967 3,896,291 
Other. saccade Oa Ee eee 648,817 290,696 9,234,309 10,173,822 11,332,659 
1,148,908 1,256,887 23,316,585 25,722,380 29,423,373 
$9,575,627 $30,445,607 $48,177,988 $88,199,222 $85,811,030 
*Domestic deposits include all deposits booked in Canada, regardless of currency, with the exception of those of the Canadian-based 
International Money Markets. The deposits of this unit, together with deposits booked outside Canada, comprise International deposits. 
11. LIABILITIES OF SUBSIDIARIES OTHER THAN DEPOSITS 
These liabilities are subordinated in right of payment to claims of the depositors and certain other creditors of the respective subsidiaries. 
1988 1987 
RoyLease Limited 
Long-term notes payable in various amounts to 1997 and bearing interest at rates from 834% to 11}i% ........... $197,064 $305,252 
Othersubsidiaties:s mec censaeve eae ple ome ne Rees es eA eee eee g ee eee 43,316 24,236 
$240,380 $329,488 
TE EE EOEOEOEEEOEOEOOO_E_OEOEOEOOEOEOEOEOEOEOEOEOEEOEOEOEOE_EOE_EEOEOEOEOEOEOEOEEEEOEOEOoEOEOEOEEEeEeEeEeeeeeG<—e 
12. OTHER LIABILITIES 1988 1987 
ACGHIE INTCRESE Sreaunreaci a nae icveyaye ee icteric te nt are A ISR eee $1,630,839 $1,278,409 
AMOUNTS Payal enol TOkets, eal St s,am ctl cin cS aaa een erent erence 1,184,719 94,088 
Obligations related to securities sold short or under repurchase agreements ...........0-e0ceeeceveeeceeeseuas 808,056 104,394 
Dividends payable ites os apie < se os teenie AIO ee tis ote Nea OIC eRe ae oe eee 87,518 79,626 
Obligation undercapital leases: o). < sara eon eto hanag tose leas TG aT Tt Re eee 78,819 125,265 
Wiamortizedisainsionidisposaliokdelstsecuitl tics mya teete teeter tra tier eee ere eee een aan 16,856 43,981 
Other items, including accounts payable and accrued expenses..........000c+eceeceuevccutasccsrsceccseees 1,036,634 770,843 
$4,843,441 $2,496,606 


PS 


13. BANK DEBENTURES 


The debentures are direct unsecured obligations of the Bank and are 
subordinated in right of payment to the claims of depositors and 
certain other creditors of the Bank. 


In accordance with the formula prescribed in the Bank Act, as at 
November 1, 1988 the Bank had the capacity to issue an additional 
$618,000,000 of debentures. 


Maturity Rate 1988 1987 
Decempcral) LOS amet weei aoe ae 1 PO Cte 8. nity cn er ain eeun ata’ $ — $ 789 
ADLilblerl OSS arrestee ee ee Ace meee 2): i ISA A do 3 OSI A ete PU a Rath RO — 13,847 
iRelomENay US. New aun a aneeaegeoudade 104000: " SE | a eee ee ee ee ea ee 75,000 75,000 
November 5.; LO OO Merman. cae oon 0b re eerie ntaeet, rth Caste iriure tren eae 75,000 75,000 
EXD UIM SOOT en wee nee tes tee e see 7% (2) Callable ste are ere aier fm nani annie: 2,401 2,751 
) al ye2 2 LOO ee ert ene ee te 12% (3) Convertible ae eesti ie on eer 100,000 100,000 
Hebiatyp long) 9 2emiercrersnie retest ete 9% (2) Gallableaetttse Seve tai sjcrvce ter hirets coer eee 29,206 30,248 
Mayrlibe lOOA eras staat aetc sie e i ncnceh ee 10% (2) Callables Seen oe cacao eres 31,313 32,559 
December a lOOs erred one ocean 10% (2) GCallabley Scena tere ecaoken eee ene 5,888 6,208 
Stumedl LO OS Merrra dats sects sce cen ns 10.80% Callableontoratterjune 25 1993) 2252) ee 200,000 — 
Seam aye SOI. sacedusasogocaqad (4) Callable on or after September 30, 1993 ..... 122,580 aa 
Paruramy lel OOM Mae ere nears cre cee ee eee 10.90% Callable on or after September 30,1993 ..... 250,000 _ 
Mav eer: 00 OMe mangers ete ractte ere evcce 11}s% (2),(5) Callable on or after November 22, 1992 ..... 62,056 79,423 
Jfelhy See Waele oo aidictsla SRR 6 oer NaS (6) GCallableonior after) mlyiG, 19900 eee 429,030 460,425 
Wctober 20837 ae aaa 2s 2 sa ete (7) Callable on or after October 2, 1989 ........ 250,000 250,000 
Jette 6 OE Sos padcwooen woteteaaadd cae (8) Callable on or after June 6, 1991............ 367,740 394,650 


(1) The November 15, 1990 debentures bear interest at a rate of Ys of 1% 
below the Bank’s Canadian prime rate. 

(2) Subject to sinking fund provisions. 

(3) The July 22, 1991 debentures are convertible at the option of the 
holder up to and including July 21, 1991 into Common Shares at a 
conversion price of $35 per Common Share. These debentures are 
also convertible at the option of the Bank at a conversion price of $35 
per Common Share if the Common Shares have traded at or in excess 
of certain weighted average prices. 

(4) The September 30, 1998 debentures are denominated in U.S. dollars 
and are carried at the Canadian equivalent of U.S. $100,000,000. 
These debentures bear interest at a rate of 0.08% above the six-month 
LIBOR. 

(5) The May 22, 2000 debentures are denominated in U.S. dollars and 
are carried at the Canadian equivalent of U.S. $50,625,000. 


$2,000,214 $1,520,900 


(6) The July 5, 2005 debentures are denominated in U.S. dollars and are 
carried at the Canadian equivalent of U.S. $350,000,000. These 
debentures bear interest at a rate of '1s of 1% above the three-month 
LIBOR. 

(7) The October 1, 2083 debentures bear interest at a rate of 0.40% above 
the 30-day Bankers’ Acceptance rate reported by the Bank of Canada. 

(8) The June 6, 2085 debentures are denominated in U.S. dollars and are 
carried at the Canadian equivalent of U.S. $300,000,000. These 
debentures bear interest at a rate equal to ¥4 of 1% above the three- 
month LIMEAN. In the event of a reduction of the annual dividend 
declared by the Bank on its Common Shares, the interest payable on 
the debentures is reduced pro-rata to the dividend reduction and the 
interest reduction is payable with the proceeds from the sale of 
Common Shares. 


Repayment Schedule 


The aggregate sinking fund requirements and maturities of the Bank’s 
debentures assuming the earliest possible dates of maturity under the 
terms of issue are as follows: 


Within Ul yeat ses sat scree os enn e mom om cieehdbic eatin $ 82,495 
Prom dtoi2 veansia treats usin scu peter aie yareytaers otnenctencnnts gteaer 9,239 
From 2 to yeas yam oes eco roe oldie isto rouevenelkebaeierso riers 186,640 
Brom Sito years nance aners cpieetue pas ver Wenen aie ek Ween 40,516 
Brom SntO. UO) yarsiicc a aiyaccherr ase. sie sie ois s:c0 sesh et te er eee 382,258 
OveH lO Yeats. ct accre ceayeone wie teamuersuc totter oem aeaneRe Me ys 1,299,066 

$2,000,214 


a 


a eee eee a eee a ee ease eae a re nee ree eae eee ee EL 
14. CAPITAL STOCK 


Authorized Capital Stock 


Preferred — 50,000,000 First Preferred Shares and 50,000,000 Second Common — 250,000,000 shares without nominal or par value provided 
Preferred Shares without nominal or par value, issuable in that the aggregate consideration shall not exceed 
series; the aggregate consideration for which all the First $3 000,000,000. 


Preferred Shares and all the Second Preferred Shares may be 
issued shall not exceed $1,250,000,000 in each case. 


1988 1987 
Number Amount Number Amount 
of Shares of Shares 
Outstanding Capital Stock (in thousands) (in thousands) 
First Preferred 
$1.88 Cumulative Redeemable 
First Preferred Shares Series A (1) 
Outstandingiat beginninsconyeat yey eee eee een ene 4,824 $ 120,605 5,025 $ 125,623 
Purchased for.cancellation un. .< aka stories oh ener ee eee re (197) (4,929) (201) (5,018) 
Outstanding at end of year 4,627 115,676 4,824 120,605 
$1.45 Cumulative Redeemable 
First Preferred Shares Series B (2) 
Outstandinevapbesinmin syotayea tne eee eee een eee rt tere 15,000 300,000 15,000 300,000 
Converted:into(Gonmon\Shates cement ctr stent era eee eee (1,400) (28,009) — — 
Outstanding at end of year 13,600 271,991 15,000 300,000 
Floating Rate Cumulative Redeemable 
First Preferred Shares Series C (3) 
Outstanding at end of year 1,000 100,000 1,000 100,000 
U.S.$ Floating Rate Cumulative Redeemable 
First Preferred Shares Series D (3) 
OWI vA liMT aie KAMEN OE s oo nao some boasamandonaonandcgacesados 1,000 131,550 1,000 139,080 
Korerenicutrencytranslationadsusti cata pier ieee ree (8,970) (7,530) 
Outstanding at end of year 1,000 122,580 1,000 131,550 
Price Adjusted Floating Rate Cumulative Redeemable 
First Preferred Shares Series E (4) 
Outstanding at end of year 1,500 150,000 1,500 150,000 
Second Preferred 
$2.75 Cumulative Redeemable Convertible 
Second Preferred Shares Series A (5) 
@uistancdingraelbcoinninere fy caters ree eet eee eee 8,398 209,963 8,399 209,985 
Converted inte! Gommiontshates see aeme ee aie ra eae eee (662) (16,542) (1) (22) 
Outstanding at end of year 7,736 193,421 8,398 209,963 
Total Outstanding Preferred Stock 953,668 1,012,118 
Common 
Outstanding ae berinninc Otayca teat i 118,005 1,545,090 106,522 1,192,873 
Issued under the Shareholder Dividend and Share Purchase Plan........... 4,155 112,336 2,895 94,576 
Issued on conversion of First Preferred Shares SeriesB...............-000 700 28,009 = == 
Issued on conversion of Second Preferred Shares Series A ............-00-- 662 19,850 1 om] 
Issued onicomversion of Debentutess. +... -2.s5 sane ds enee enaeoe — — 8,587 257,614 
Issued on acquisition of subsidiary (mote 18)... 0.0... ee cee eee 9,128 256,305 = a= 
Total Outstanding Common Stock 132,650 1,961,590 118,005 1,545,090 
Total Outstanding Capital Stock $2,915,258 $2,557,208 
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(1) The Bank has undertaken to purchase in each calendar quarter 


48,000 of the First Preferred Shares Series A, if available, at Prices not 
exceeding $25 per share. 


(2) 7,500,000 Common Share Warrants were previously outstanding. 


Each Warrant entitled the holder to purchase one Common Share at a 
price of $40 on or prior to June 9, 1988, and, in addition, gave the 
holder the option to tender two First Preferred Shares Series B, in lieu 
of cash, in return for one Common Share. In June 1988, 700,230 
Warrants along with 1,400,460 First Preferred Shares Series B were 
tendered in return for 700,230 Common Shares. The remaining 
6,799,770 Warrants expired. The Bank has the option to redeem the 
remaining First Preferred Shares Series B at $21 per share until June 
9, 1989 reducing by $0.20 per year until June 9, 1993 and thereafter 
at $20. The Bank may at any time purchase for cancellation First 
Preferred Shares Series B at a price per share not exceeding the then 
applicable above-mentioned redemption price. These redemption 
and purchase for cancellation options are subject to the consent of the 
Superintendent of Financial Institutions. 


(3) The dividends on the First Preferred Shares Series C and D are 


determined quarterly by applying to Cdn.$100 and U.S.$100 
respectively, the greater of (i) 6.67% per annum and (it) 4 of the 
Bank’s average Canadian and U.S. prime rates respectively for stated 
periods. The First Preferred Shares Series C and D are not redeemable 
by the Bank prior to June 8, 1989 but thereafter are redeemable at a 
price per share of Cdn.$100 and U.S.$100 respectively. The Bank 
may at any time purchase for cancellation First Preferred Shares Series 


Cand D at a price per share not exceeding Cdn.$100 and U.S.$100 
respectively. These redemption and purchase for cancellation 
options are subject to the consent of the Superintendent of Financial 
Institutions. 


(4) The dividend on the First Preferred Shares Series E is determined 


monthly and (i) floats in relation to changes in the Bank’s Canadian 
prime rate and (ii) is adjusted upwards or downwards based on 
changes in market trading value. The annual dividend rate applicable 
to any month will in no event be less than 55% or greater than 75% 
of the average prime rate. The First Preferred Shares Series E are not 
redeemable by the Bank prior to April 30, 1991 but thereafter are 
redeemable at a price per share of $100. The Bank may at any time 
purchase for cancellation First Preferred Shares Series E at a price per 
share not exceeding $100. These redemption and purchase for 
cancellation options are subject to the consent of the Superintendent 
of Financial Institutions. 


(5) The Second Preferred Shares Series A were retractable at the option of 


the holder on or before November 9, 1988, for redemption on 
December 9, 1988 at a price of $28.75 per share plus accrued 
dividends. In addition, each Second Preferred Share Series A, 
including any which has been tendered for redemption on December 
9, 1988, is convertible at the option of the holder up to and including 
December 8, 1988 into one Common Share upon payment by the 
holder of $5, being a conversion price of $30 per Common Share, 
subject to adjustment in certain events. 


As at October 31, 1988, Common Shares were reserved for Number of shares 
possible issuance as follows: (in thousands) 
= Wacdertheoharcholder Dividend and Share Purchase Pl amyenesen se siren issn een terse teteter tree tenner te arate eters teen 1,770 
= pamconversionomtnel uly. 224 LOO Debentures ays iy aoe ee ee eee ee hermetic ieee eae 2,857 
zal) pOniconvers(ononthe second) preferred Shatesisetics Auman eee eee ae eee eer ere eel tees 7,736 
12,363 
Dividends Declared 1988 1987 
Preferred 
First Preferred 
STING Pokey cil ol ceca Phte 5 tant DAR RON a a ee br oP rar bin ronicsth rae cin rant ater nid Recites $ 8,870 $ 9,231 
GYePTVGLIBY aot oe cruisin chet, CASS an TE aN ERC ce Rene CE RIN SL eR tty edo ren a aa G aera hao) 20,736 21,750 
SESE Chk Adal aes & Mile Oe CREED Cae PR ae AR eee EA PMN ba cad ve cuitoncecbabe so tita thouonses 6,887 6,667 
SE EICS3I:) eRe es te A ee SINT C0 Seo ate lee Molin « wsnkoo ioe See RUE anne eV ER IE RES Nr stan are eR ee 8,251 8,906 
SELL SE ea are ate a eM eee UA Airc care Se vcllgvcs Oo eyralentacjonte tv ad val sland vVGa ey nL EE PE ante cee ani oe eee a gear 11,613 9,568 
Second Preferred 
Sil CSA eRe Me eee eter Rhein aay me ate peal ere toca: cher debe apanianinncin VS lau ORS Rega Ae Me NCcae fatten coe ae 23,008 23,097 
79,365 79,219 
(GRAY TAPGATOY ech ore Re ETE an ee ee eae i ae, Sern ae ate beanie 266,278 236,241 
$345,643 $315,460 


ETE EIEIEI=IIESESSII SSIES SSSI 
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15. PENSION PLAN 1988 1987 
The funding excess of the Bank’s principal pension plan as at January 1, 1988 and 1987 is determined as follows: 
Pension fund assets, at adjustediamanketayal tres: -seeaara= rere Perret ee ete esters tte ae ee eee ee $1,362,012 Pil252- 55 
Actuanallycomputed present valueot accrued pension! bemetits crea ns cir cisterns eee tert ee eer 1,113,243 1,012,052 
Funding excess $ 248,769 $ 240,461 
The pension expense (credit) reported in the Statement of Income 

for the year ended October 31, 1988 and 1987 amounted to: $ 726 $ §=©(8,915) 
The cumulative excess of pension fund contributions over the amounts 

recorded as expense, reported in ‘‘Other assets’’ 

as at October 31, 1988 and 1987 amounted to: $ 73,907 $ 66,633 
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16. COMMITMENTS AND CONTINGENT LIABILITIES 


In the normal course of business the Bank undertakes various 
commitments and has contingent liabilities which are not reflected in the 
financial statements. Management does not anticipate any material 
losses to result from these transactions. 

The commitments and contingent liabilities reported below reflect 
various degrees and types of risks, including credit, interest rate, foreign 
exchange rate and liquidity risk. The amounts reported represent 
financial commitments to perform, but do not necessarily reflect the 
economic risks associated with the commitments. 

Many commitments to extend credit do not ultimately involve any 
outlay of funds to customers and therefore have neither liquidity nor 
credit risk. Foreign exchange and interest rate contracts, since they 
generally consist of offsetting commitments, involve limited foreign 
exchange and interest rate risk to the Bank. 


Credit risk is the exposure to loss in the event of non-performance by 
the other party to a transaction, and is a function of the ability of the 
counterparty to honour its obligations to the Bank. For all types of 
foreign exchange and interest rate contracts, only exposures created by 
movements unfavourable to a customer’s foreign exchange or 
interest rate position create a potential for credit risk. Hence, generally, 
only half of the contract amounts outstanding will be a source of any 
credit risk at a particular point in time, and then only for an amount 
equal to changes in foreign exchange or interest rates. The Bank controls 
all credit risks through credit approvals, limits and monitoring 
procedures. 

Certain foreign exchange and interest rate contracts are entered into by 
the Bank to reduce the exposure of certain assets and liabilities on the 
balance sheet to foreign exchange or interest rate risk. 


1988 1987 
Credit Instruments 
Guarantees andistandby lettenrsiof credit (il) ersten ai eletree.te ctr) tenets eet eta ee ae $ 5,952,881 $ 3,918,879 
Documentanvand commerctalllettetsiotcrec (ty aereseyerwenetner cists telat re recreate rene re ction 1,285,026 2,387,568 
Comiuniliments to extemdiched TE C2) ies chess era, evs ue dewstn cncee, ees cP aon Gi CCT RIN RSC OIE ETN RCE ne 54,233,624 53,728,635 
Noteissuance :acilities//Revolyinonima envy titi otal Utles ei yer rere eet meee eaten em 832,471 1,261,295 
Foreign Exchange and Interest Rate Contracts 
Foteipmexchange fonw ard! cOntracts/(S))\ = vce exceratere oie te ke len a icirete ecole ase eet eT Ca eter eer era 149,295,900 158,561,149 
Hora imnieeN TS ove eimtal hotiSdeR ere MUL a Go ocaoAAS Taso AC USER FoGngHHoUMonDSoLdHooebo nD aa ran soocseneswe 4,289,943 6,613,915 
UtUPe Tate aorcementsee cs ch Uh ae sic ao cc Welsmtard ceva Aro arac meyer aig es cence crcl are eee ee em ee 17,817,664 8,530,993 
oan EIssn ermal NCA M SOMO sagas dogado mms assaGoEsecodovoubonooosoDsososodseboancumes 3,257,083 652,207 
Roreienicurrency aadanterestrate'swaps aiq.ciic eacekeie eet eee caer ec ene eee ee rere 51,800,890 28,671,083 


(1) Guarantees and standby letters of credit include those to 
associated corporations of $5,410,000 as at October 31,1988 
(1987 — $16,294,000). 

(2) Commitments to extend credit represent unused portions of 
authorizations to extend credit in the form of loans, bankers’ 
acceptances, guarantees or letters of credit. 


(3) Foreign exchange forward contracts represent commitments to 
purchase foreign currency and Canadian dollars, including 
undelivered spot transactions. 

(4) The above amounts, except for those relating to guarantees and 
letters of credit, are as at September 30. 


Lease Commitments 


Litigation 


Minimum future rental commitments for buildings under long-term 
non-cancellable leases for the next five years are: 


Ops Mea ace ents Tir reer tae ne er eet Gros CuO TORT oacck ort $83,153 
OO Oi emsntgat sketch crstateceton sto resent co mes on evecare onset ovat Mews es IB TUP 
SOB AS Je Secor ni ereacien se RENE ease ete et encueeoeS Chole) o erSaone c 66,046 
OPA, pic ere Re TEMIO SOOO DESC ORE TN a NO ae 57,104 
TOD Di cisilavahousuarstonenete Me amitae tests ravisteley acayemsi mene cence 45,316 


Annual rental commitments after 1993 are in decreasing amounts. 


Various legal proceedings are pending against the Bank and its 
subsidiaries. Management considers that the aggregate liability resulting 
from these proceedings will not be material. 


TO 


17. DOMESTIC AND INTERNATIONAL OPERATIONS 


The Bank considers its Domestic Operations to include all business While it is not practicable to make a definitive division of its Domestic 
transacted in Canada, regardless of currency, with the exception of the and International Operations, appropriate allocations are made for 
Canadian-based activities of International Money Markets. This unit’s (a) the cost of funds related to liquidity and capital computed on the 
activities, together with the Bank’s business carried on outside Canada, basis of marginal costs of funds and (b) corporate non-interest expenses. 


comprise International Operations. 
ee ee eee 


Domestic International Total 
1988 1987 1988 1987 1988 1987 
ee eee eee eee, eee eee 
Net interest income — taxable equivalent basis ............... $2,642,584 $2,490,124 $598,812 $506,574 $3,241,396 $2,996,698 


Deduct: Taxable equivalent adjustment* ................... 58,063 122,258 22,588 29,530 80,651 151,788 
Net interest income — financial statement basis............... 2,584,521 2,367,866 576,224 477,044 3,160,745 2,844,910 
Provisiontonloanilossesmmmrt) een hem.) ase ee eee 320,000 675,000 430,000 225,000 750,000 900,000 
2,264,521 1,692,866 146,224 252,044 2,410,745 1,944,910 

OE Gita Corin Cem ee pyrite a coach eS ahs oes oe 1,034,862 199 572 355,100 Sle dayS 1,389,962 1,170,745 
3,299,383 2,492,438 501,324 623,217 3,800,707 Ba llS) (5) 
INOM-INTELesHexPENSCSmmm ayyeNe eee er eke ee ere niees 2,054,046 1,819,270 495,652 507,865 2,549,698 WaT Mos; 
1,245,337 673,168 5,672 Ses) 1,251,009 788,520 

LM COMICKCAXCS i eee rey ee RR Ee en ee ee ee 539,000 271,500 (9,000) 1,500 530,000 273,000 
706,337 401,668 14,672 113,852 721,009 515,520 

Mino titvalniteLestem ne wee ey Meme feaicnc, selec essen eset women Sc 4,824 = 3,867 3,206 8,691 3,206 
Net income** $ 701,513 $ 401,668 $ 10,805 $110,646 $ 712,318 $ 512,314 
Average total assets $76,500,000 $68,600,000 $27,800,000 $31,800,000 $104,300,000 $100,400,000 


*The taxable equivalent adjustment represents a credit to interest income in order to gross up the tax-exempt income earned on certain securities 
(primarily small business bonds, income debentures and term preferred shares) to an amount which, had it been taxable at arate of 46.6% in 1988 and | 
49.8% in 1987, would result in the same after tax net income as appears in the financial statements. The gross up of such income to a taxable 
equivalent basis permits a uniform measurement and comparison of net interest income. 

**Net income in 1987 for International and for Total Bank 1s before the Special provision for losses on country lending, net of income taxes. 


18. ACQUISITION OF DOMINION SECURITIES LIMITED 


On March 31, 1988, the Bank acquired 75% of the voting shares of a 25% equity interest over two years. As at October 31, 1988, the Bank 
Dominion Securities Limited (renamed RBC Dominion Securities owned 68% of the voting shares of RBC Dominion Securities Limited. 
Limited) for a total purchase consideration of $384,551,000 (comprising The Statement of Income includes the results of operations of RBC 
$128,246,000 in cash and $256,305,000 in Bank Common Shares) and Dominion Securities Limited from the date of acquisition. The excess of 
$5,499,000 of acquisition costs. As part of the agreement, RBC the cost of investment over the fair value of net assets acquired (goodwill) 
Dominion Securities Limited is purchasing the remaining 25% of its is being amortized over 15 years. 

shares over three years at a price equal to 1.5 times the then book value. The acquisition, which was accounted for using the purchase method, 
A new class of shares has been created by RBC Dominion Securities is summarized as follows: 


Limited which will permit its employees to purchase at book value up to 


Fair Value of Assets Acquired 


EES 5 oe he A ane ORE ne Eon NE Re Rh ee I eee ek $ 98,008 
SE CLILLGL CSM MR ere Te TT ears cee es per eh aerate Sco fe ec e aS vars Lava. Sh stv GURNEE MD To aces eee yee cet meee ere ea 2,297,075 
UBER ae csi eyes Bs Ges ok Be Act TT Sa oT EO RRO roe ct pata ER FOUN Cacti e PETS 630,242 
Ibeinayaly (yore Waray aravelio lal apeNSae ogee cco os eenG OROR ba Loeb os oA oO CS aR SOO Om oD sued Deo ogddo000 ScD bURK0E 21,977 
Other assets 
Amounts receivable ttomuproketss aealetsandiclientswei sciei nyse cia ahi ieenenitien isis l elles 192,193 
(OTT EA Rark ied che RON SRA ra Ae I Se ene MT? See NES nS ERE cree cm Che Oe 63,635 3,303,130 
Less Liabilities Assumed 
DE MSc ys non oooh ocpaw BAe Aone MAAS DME eee pmo audio ad coro maaan ean Dic oiboiin acc ciaauicnd solani 1,493,766 
Other liabilities 
Obligations related to securities sold short..........06. 000 c cece eden ene eee ene e eee een este n eee seen 895,042 
Amounts payableto brokets.dealets‘atidl clicitts 1 ..;at aa ajielo es oerstesiw ce eure vt eis) onsis pelea sie eels 596,798 
OEE E TIE ary ce ut a cr cls, Have Qyretmencaiea eheeniu, Shel sg suse ay Hoey oy aye ansaee meer ey egeaNe fee ieee ol iteuananel yeu sheytaitess 69,810 3,055,416 
TALE AILTTOTO CUNT CTE SSE CSUR eee Mere ret enn ee aie arte arent id Rae prem Looe a tecteeyene ray 247,714 
Micontty imberest in met assets... oc. os pv ercn eur sin shed wa tee wie one owl Gale ee sme bn cain nt Welty ee os (58,241) 
Fait Value of Net Assets Acquired by the Bank... 0... 0000000 e cee eee eee ne eee eee enters. 189,473 
Excess of cost of investment over fair value of net assets acquired (goodwill) ........... 6.00. cece eee eee eee, 200,577 
Total Cost of Investment $ 390,050 


i 
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Corporations in which the Bank owns 


more than 10% of the Voting Shares 
nn 


Name Principal Office Carrying Value Percent of 
Address of Voting Shares Voting Shares 
owned by owned by 
the Bank* the Bank 

RBC Dominion Securities Limited Toronto, Canada $392,441 68% 
RBC Dominion Securities Inc. Toronto, Canada 68 
RBC Dominion Securities (Alberta) Inc. Calgary, Canada 68 
RBC Dominion Securities Investment Management Inc. Toronto, Canada 68 
RBC Dominion Securities Corporation New York, U.S.A. 68 
RBC Dominion Securities Barbados Limited Bridgetown, Barbados 68 
RBC Dominion Securities (London) Limited London, England 68 
RBC Dominion Securities International Limited London, England 68 
RBC Dominion Securities Finance $.A. Lausanne, Switzerland 68 
RBC Dominion Securities Pacific Inc. Toronto, Canada 68 
RBC Dominion Securities (Asia) Limited Hong Kong 68 
Royal Bank Mortgage Corporation Montreal, Canada 742,720 100 
RoyLease Limited Toronto, Canada 69,933 100 
Royal Bank Realty Inc. Montreal, Canada 1,503 100 
Globe Realty Management Limited Toronto, Canada 100 
Royal Bank Export Finance Co. Ltd. Toronto, Canada 6,027 100 
Royal Bank Capital Corporation Toronto, Canada 5,658 100 
UB&S Holdings Limited Toronto, Canada 6,477 100 
Royal Bank Investment Management Inc. Toronto, Canada 100 
Royfund Distributors Ltd. Toronto, Canada 100 
Royal Bank Mutual Fund Services Inc. Montreal, Canada 50 100 
Chargex Ltd. Montreal, Canada 25 
RBC Holdings (USA) Inc. New York, U.S.A. 177,792 100 
The Royal Bank and Trust Company New York, U.S.A. 100 
RBC Holdings (Delaware) Inc. Wilmington, U.S.A. 100 
RBC Systems (USA) Inc. Jersey City, U.S.A. 100 
Royal Bank de Puerto Rico San Juan, Puerto Rico 45,983 100 
RBC Australia Holdings Limited Sydney, Australia 134,727 100 
National Mutual Royal Bank Limited Melbourne, Australia 50 
RBC Australia Finance Limited Sydney, Australia 50 
RoyAust Management Limited Sydney, Australia 50 
Capel Court Corporation Limited Melbourne, Australia 50 
National Mutual Royal Savings Bank Limited Melbourne, Australia 50 
The Royal Bank of Canada (Asia) Limited Singapore 145,358 100 
The Royal Bank of Canada Representacoes S/C Ltda. Sao Paulo, Brazil 49 100 
Royal Bank (Barbados) Financial Corporation Bridgetown, Barbados 902 100 
R.B.C. Bahamas Limited Nassau, Bahamas 753,170 100 
RBC International Insurance Company Ltd. Bridgetown, Barbados 100 
The Royal Bank of Canada (Bahamas) Limited Nassau, Bahamas 100 
R.B.C. Investments Limited Nassau, Bahamas 100 
Finance Corporation of Bahamas Limited Nassau, Bahamas 75 
The Royal Bank of Canada (Barbados) Limited Bridgetown, Barbados 100 
RoyCan International Banking Limited Nassau, Bahamas 100 


VS 
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*The carrying value (in thousands of dollars) of voting shares owned 
20% or more by the Bank ts stated at the Bank's equity in such 


investments, 


in ee 


Name Principal Office Carrying Value Percent of 
Address of Voting Shares Voting Shares 
owned by owned by 
the Bank the Bank 

Banco Royal do Canada (Brasil) S.A. Sao Paulo, Brazil $ 27,205 100% 
Multinational Orion Leasing Holdings N.V. Amsterdam, Netherlands 970 100 
Orion Leasing Singapore Pte. Limited Singapore 100 
RBC Finance B.V. Amsterdam, Netherlands 421,782 100 
The Royal Bank of Canada (France) Paris, France 100 
Royal Canada Gestion S.A. Paris, France 100 
Orion Multinational Services Limited London, England 100 
Orion Multinational Services Inc. New York, U.S.A. 100 
The Royal Bank of Canada (Suisse) Geneva, Switzerland 100 
The Royal Bank of Canada A.G. Frankfurt, Germany 100 
Intercontact GMBH Diisseldorf, Germany 100 
The Royal Bank of Canada (Belgium) S.A. Brussels, Belgium 100 
RBC Holdings (Guernsey) Limited Guernsey, Channel Islands 100 
The Royal Bank of Canada Trust Company (Asia) Limited Hong Kong 100 
- The Royal Bank of Canada (Isle of Man) Limited Douglas, Isle of Man 100 
The Royal Bank of Canada (Cayman) Limited George Town, Grand Cayman 100 
The Royal Bank of Canada (Channel Islands) Limited Guernsey, Channel Islands 100 
The Royal Bank of Canada Investment Management (Guernsey) Limited Guernsey, Channel Islands 100 
RBC Offshore Fund Managers Limited Guernsey, Channel Islands 100 
RoyCan Trust Company, S.A. Geneva, Switzerland 100 
InchRoy Credit Corporation Limited Hong Kong 70 
The Royal Bank of Canada Holdings (U.K.) Limited London, England 100 
Libra Bank Limited London, England 11 
The Royal Bank of Canada Trade Finance Limited London, England 100 
RBC Trade Finance Inc. New York, U.S.A. 100 
The Royal Bank of Canada Forfait Finance Limited London, England 100 
The Royal Bank of Canada Trade Credit Limited London, England 100 
Tennant-OFE S.A. Paris, France 70 
RBC Properties (London) Limited London, England 100 
RBC International Limited London, England 100 
Orion Royal Bank Limited London, England 100 
Orion Royal Bank Equities of Canada Limited London, England 100 
Orion Leasing Holdings Limited London, England 100 
Orion Leasing Limited London, England 100 
Orion Factors Limited London, England 100 
Orion Finance Limited London, England 100 
Orion Royal Bank Participations Limited London, England 100 
Orion Royal Bank Asset Management Limited London, England 100 
RBC Trust Managers Limited London, England 100 
London, England 100 


RBC Systems Limited 
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Condensed Financial Statements of Wholly-owned Mortgage, 
Leasing and Venture Capital Subsidiaries 


Statement of Assets and Liabilities Statement of Income YearEnded Year Ended 
(in thousands of dollars) October 31, October 31, (in thousands of dollars) October 31, October 31, 
1988 1987 1988 1987 
Royal Bank Mortgage Corporation 
Assets 
Motteape loans mice ame eerie ae $16,602,065 $12,624,718 Income 
Retconall loans erwnempratere ater eee re 1,066,182 1,202,613 Interest on mortgage loans.............. $1,545,092 $ 867,835 
Commercial loans 7.4005) 4 oes 706,030 579,366 Interestion\petsonalllloansnm =m era 132,246 62,292 
Otherimyvestments ssucseeemer eos. 2,097,259 1,326,515 Interest on commercial loans ............ 75,914 8,262 
ihe ovalibankor Crna cdaleqmaneaei eee 90,899 = Interest on other investments............ 143,854 77,862 
$20,562,435 $15,733,212 1,897,106 1,016,251 
Liabilities 
Accrued interest and other liabilities ..... $ 460,069$ 335,488 Expenses 
ihc Royal Bankor Canadas es een — Da seo) Interest — The Royal Bank of Canada...... 49,551 58,079 
INfoiIGe ChE og soot Ooms neg gan 6 9,668,025 6,467,476 Intefestionmotice deposits serie eer 575,633 138,492 
Short-term promissory notes ........... 1,319,592 422,043 Interest on short-term promissory notes .. . 92,305 49,701 
Investment certificates Interest on investment certificates........ 716,534 581,018 
De withiinonchycal eee see enn reaes 4,864,780 3,162,122 Operann expenses terete 205,570 113,648 
Dieiheyond One yeatrnrr ri arr reser 3,443,330 3,443,163 
: 1,639, 40,938 
Wetetred mmeome taxes so ana eer 55,919 55,628 ee) govt 
Be ae eo aot oe sae nae fase ee Net Income Before Income Taxes......... PIS Ho) We} 13,313 
@ontibuted sunplusi aman ae eee. 438,454 420,444 I 100.785 31.024 
Renmedemines Peek ae. 237.920 81.952 NCOMIE TAXES 4 cers ne omen eee eee , : 
$20,562,435 $15,733,212 Net Income $ 156,728 44,289 
RoyLease Limited 
Assets lncaime 
Receivable under lease agreements ...... $850,904 $727,132 lueages $91,379 $79,064 
@ ther ee ec ee os cS ee cere 3,964 APA, 
$854,868 $731,344 Expenses 
Interest on short-term promissory notes .. . 11,445 6,893 
Liabilities Interest on long-term debt 
Accrued interest and other liabilities... .. $ 39,117 $ 34,752 ihe Royalibanktot Canadau eee er 20,254 3,064 
Short-term promissory notes ........... 137,100 141,524 Orher. eee eee eee 27,812 35,977 
Long-term debt O/NARITIOE EGS 5. noob oo ncnsecu ocak 4,042 7,026 
The Royal Bank of Canada ........... 308,497 92,537 
on Ee ee ae) ee 200,015 308,204 eb ew 
eal et ash Ne ee 62,220 Net Income Before Income Taxes. ........ 27,826 26,104 
@ommonistocksssa eo ei oes 21,975 21,975 Rete 13.000 12.956 
INeingyal Getaminie sop ower boon co oeeee 47,958 43,132 eueuimeacinie Seto) BA mars gored | ; : 
$854,868 $731,344 Net Income $14,826 $13,148 
Royal Bank Capital Corporation 
Assets incorse 
Gistandsuomteunidepeate ns wae. § 57 § 435 Interest and dividends BMS er aichs Eeenc $ 477 $ 587 
I Feesand commissions en eae eee 898 177 
NEVESEILCI ES seater cite Pama te oe 13,461 10,464 : : 
Bice Le hs Ba 145 77 Gain (loss) on investments.............. (881) 2,591 
$13,663 $10,976 oe 3,355 
Expenses 
Interest — The Royal Bank of Canada...... 534 456 
@ peratin cfexpenseon enter ratte 924 770 
Liabilities 
Accrued interest and other liabilities... .. $ 498 $9 30d 1,458 1,226 
The Royal Bank of Canada............. 7,507 3,813 Net Income (Loss) Before 
Common stock Bea Gs IOS ih oath 5,342 5,342 LncomeTaxese errr apo ee (964) 2,129 
ISleenateo ENT, Saas oooobes 000044 2 316 1,510 INCOMEAAKES eer et ee ee 230 — 
$13,663 $10,976 Net Income (Loss) $(1,194) $2,129 
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Toronto 
Retired-Chairman 
of the Board 

The Consumers’ 
Gas Company Ltd. 
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Executive Officers 


EXECUTIVE OFFICERS 


Chairman & Chief Executive 


Officer 
Allan R. Taylor (Toronto) 


Vice-Chairman 
A.H. Michell (Montreal) 


President 
J.E. Cleghorn (Montreal) 


Sentor Executive Vice-President, 
Credit 
B.D. Gregson (Toronto) 


Senior Executive Vice-President, 
Strategic Initiatives 
M.J. Regan (Toronto) 


HEAD OFFICE MANAGEMENT 


Executive Vice-Presidents 
J.H.E. Bolduc (Montreal) 

GJ. Feeney (Montreal) 

B.C. Galloway (Toronto) 

J.C. Grant (Toronto) 

B.Y. Kelly (Toronto) 

W.A.R. MacDonald (Montreal) 
W.J. McCartney (Montreal) 
E.P. Neufeld (Toronto) 

P.A. Taylor (Toronto) 


Senior Vice-Presidents 
N.C. Achen (Toronto) 
R.L. Arsenault (Montreal) 
M.C.S. Baptista (Toronto) 
H.G. Buckrell (Montreal) 
W.C. Bull (Montreal) 
J.T. Burnett (Toronto) 
J.P. Clarke (Toronto) 
M.A. Corlett (Toronto) 
W.R. Fithern (Montreal) 
B.P. Griffiths (Toronto) 
WJ. MacKay (Toronto) 
D.L. Robertson (Toronto) 
E.G. Stone (Toronto) 
D.S. Wells (Montreal) 


Sentor Vice-President 
& Treasurer 
G.C. Aitken (Toronto) 


Senior Vice-President 
& Chief Inspector 
G.G. Tallman (Montreal) 


Vice-Presidents 

O.W. Allen (Toronto) 
J.D. Anderson (Toronto) 
M.A. Bastian (Toronto) 
A.A. Bowbyes (Toronto) 
R. Bodt (Toronto) 

J.K. Breen (Toronto) 
J.H.G. Camiré (Montreal) 
W.P. Carter (Montreal) 
P.A. Case (Toronto) 

B.D. Champion (Toronto) 
R.S. Chang (Toronto) 


W.B. Cockburn (Toronto) 
C.J. Coveyduck (Montreal) 
D.R. Delamere (Toronto) 
D.W. Dougherty (Toronto) 
J. Driedger (Toronto) 

H.E. Elsie (Toronto) 

G.E. Farrow (Toronto) 
E.D. Ferguson (Montreal) 
V.T. Forster (Toronto) 

R.C. French (Toronto) 
G.F. Gaffney (Montreal) 
J.J. Gannon (Montreal) 

R. Gazard (Toronto) 

B.M. Gray (Montreal) 
D.D.E. Grier (Toronto) 
J.R. Groves (Toronto) 
J.A.R. Guay (Montreal) 
G.R. Heckman (Toronto) 
A.J. Hogan (Toronto) 
R.M. Juneau (Toronto) 
J.R. Klassen (Montreal) 
F.H.S. Lablans (Montreal) 
T.E. Leather (Montreal) 
D.H. Loucks (Ottawa)* 
F.G. MacDonald (Toronto) 
J.K. MacKay (Toronto) 
S.C. Marks (Toronto) 

B.C. Marshall (Montreal) 
T.R. McDermid (Calgary) 
H.D. McRorie (Winnipeg) 
M.A.R. Mimeault (Toronto) 
A. Mirrlees (Toronto) 

K.J. Morrison (Toronto) 
W. Murray (Toronto) 

M.A. Nicolai (Toronto) 
P.A. Palmer (Toronto) 
R.R. Parker (Ottawa) 

H.I. Phillipps (Toronto) 
G.H. Pickel (Montreal) 
N.L. Rapkin (Montreal) 
R.H. Riviere (Toronto) 
P.H. Rubenovitch (Montreal) 
R.L. Spicer (Montreal) 
W.D. Squires (Calgary) 
J.K. Talbot (Toronto) 

G.P. Tatrallyay (Montreal) 
R. Thomas (Montreal) 

A.J. Thomson (Montreal) 
J.A.B. Townley (Toronto) 
R.E. Travis (Toronto) 

P.H. Tucker (Montreal) 
A.G. van Schalkwyk (Toronto) 
K.A. von dem Hagen (Toronto) 
J.C. Walz (Toronto) 

M. Werner (Montreal) 


Vice-President 
& Chief Accountant 


J. Merriam (Montreal) 


Vice-President & Secretary 
J.E. Lawson (Montreal) 


*On secondment (Business / 


Government Executive Exchange 


Program, Dept. of Finance, 
Ottawa) 
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FIELD MANAGEMENT 


Sentor Vice-Presidents 

& General Managers 

T.W. Bleackley (Vancouver) 
WJ. Gorman (Toronto) 
D.N. Kitchen (Calgary) 
J.B. McDonald (Winnipeg) 
R.B. Robertson (Regina) 
R.J. Sutherland (Halifax) 
J.M. Walker (New York) 


Senior Vice-Presidents 

G.J. Johnson (Toronto) 

J. M. Lejeune (Montreal) 

R.A. Masleck (London, England) 
V.G. McKay (Tokyo, Japan) 

D.P. Pritchard (London, England) 
J.N.T. Rednall (Toronto) 

K.A. Smee (Toronto) 

M.L. Turcotte (Montreal) 

A.A. Webb (London, England) 


Vice-Presidents 

J.P. Béland (Montreal) 

D.A. Berardinucci (Toronto) 
G.R. Bernard (Quebec City) 
R.G. Bernard (Montreal) 

E. Bigsby (Montreal) 

J.P.W. Brewster (New York) 
L.M. Buth (Toronto) 

C.S. Coffey (Toronto) 

A.R. Creasor (Calgary) 

J.D. Davison (Toronto) 
G.A.A. Dickson (Toronto) 
W.R. Dinwoodie (Toronto) 
S.L. Donofrio (Montreal) 
L.G. Edmonds (Vancouver) 
J.R.J. Fauvel (Montreal) 
C.L. Fong (Calgary) 

D.C. Gale (Halifax) 

G.M. Gartner (Vancouver) 
T.P. Gibbs (Hong Kong) 
L.K. Gieck (Calgary) 

W.H. Gilbert (Toronto) 

G. Gill (Toronto) 

G.D. Gillespie (New York) 
R.J. Goom (London, England) 
W.J. Grace (Toronto) 

R.F. Gulliford (Toronto) 
R.G. Hall (Mississauga) 
K.W. Harrison (Winnipeg) 
R.A.R. Haskins (Vancouver) 
R.F. Hemeon (Vancouver) 
J.E. Henry (Edmonton) 
R.W. Hoke (New York) 
R.J.V. Howland (Toronto) 
H.A. Jacobsen (Nassau, Bahamas) 
K.N. Kikano (London, England) 


M.G. Klingsick (London, England) 
R.C.A. Lafontaine (Los Angeles) 
J.Y. Lawrie (Singapore) 

D.M. Leahey (Montreal) 

E.J. Lundy (Vancouver) 

A.S. MacNeill (Ottawa) 

A.A. McArthur (Houston, Texas) 
E.R. McCutcheon (New York) 
G.A. McNish (Toronto) 

J.M. Messmer (Toronto) 

S.A. Middaugh (Halifax) 

W.J. Mills (Toronto) 

W.T. Moodie (New York) 

F.M. Munsters (Toronto) 

W.R. Penner (Vancouver) 

H.A. Philpott (Regina) 

J.H. Prenger (Toronto) 

P.J. Rafuse (Toronto) 

M.J. Ross (New York) 

G.A. Scammell (London, England) 
B. Schroder (Toronto) 

D.R. Séguin (Montreal) 

R.E.M. Smith (Calgary) 

R.E. Stanley (Toronto) 

A.L. Tower (Calgary) 

J.A.W. Van Slyck (San Francisco) 
J.A.S. Walker (Ottawa) 

J.A. Williams (Tokyo, Japan) 
R.D. Williamson (Chicago) 


SUBSIDIARIES & AFFILIATES* 


Senior Vice-Presidents 

I.A. MacKay (Toronto) 
Royal Bank Investment 
Management Inc. 


J.G. Macpherson (Melbourne) 
National Mutual Royal Bank Ltd. 


Vice-Presidents 

TJ. Betley (Guernsey) 
The Royal Bank of Canada 
(Channel Islands) Ltd. 


J.E.D. Lepage (Brussels) 
The Royal Bank of Canada 
(Belgium) S.A. 


K.A. Littlewood (Hato Rey) 
Royal Bank de Puerto Rico 


*Seconded Royal Bank Executive 
Officers 


La Banque Royale publie ses états annuels 
en frangais et en anglais. Pour obtenir un 
exemplaire de la version frangaise, 


veuillez écrire a: 


La Banque Royale du Canada 
C.P. 6001 

Montréal, H3C 3A9 

Canada 


Graphic Design: Taylor & Browning Design Associates, Toronto 


83, THE ROYAL BANK 
OF CANADA cs Printed in Canada 


